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ACTION :  Notice  of  proposed  rulemaking. 

SUMMARY:  The  Federal  Energy  Ad¬ 
ministration  (FEA)  hereby  gives  notice 
of  a  proposed  rulemaking  and  public 
hearing  for  the  purpose  of  revising  and 
consolidating  the  Mandatory  Petroleum 
Allocation  Regulations  with  respect  to 
propane,  butane  and  the  other  allocated 
natural  gas  liquid  products.  Also  pro¬ 
posed  are  amendments  to  the  Mandatory 
Petroleum  Price  Regulations  which 
would  require  separate  pricing  for  sales 
of  non-Canadian  imported  allocated 
natural  gas  liquid  products  designated 
for  industrial,  gas  utility  or  gas  trans¬ 
mission  company  use.  It  Is  also  the  pur¬ 
pose  of  this  proceeding  to  Identify  and 
receive  comments  and  (Insofar  as  is 
feasible)  testimony  concerning  other 
outstanding  issues  relating  to  the  alloca¬ 
tion  of  such  products  and  to  provide  a 
basis  for  any  necessary  further  revisions. 

DATES:  Comments  by  September  8, 
1977,  4:30  *»jn.;  requests  to  speak  by 
September  2, 1977,  4:30  pm.;  statements 
by  September  9,  1977,  4:30  p.m.;  hearing 
to  be  held  cm  September  12,  1977,  at  9:30 
a  m.,  and  will  be  continued  if  necessary 
at  9 : 30  a  m.  on  September  13, 1977. 

ADDRESSES:  Comments  and  requests 
to  speak  at  the  hearing  to:  Executive 
Communications,  Room  3317,  Federal 
Energy  Administration ,  Box  NL;  Wash¬ 
ington,  D.C.  20461.  Statements  to  Reg¬ 
ulations  Management,  Room  2214,  Fed¬ 
eral  Energy  Administration,  2000  M 
Street  NW.,  Washington,  D.C.  20461. 
Hearing  held  at:  Room  2105,  2000  M 
Street  NW.,  Washington,  D.C. 

FOR  FURTHER  INFORMATION  CON¬ 
TACT: 

Ed  Vilade  (Media  Relations),  12th 
and  Pennsylvania  Avenue  NW.,  Room 
3104,  Washington,  D.C.  20461.  202- 
566-9833. 

Gerald  P.  Emmer  (Regulatory  Pro¬ 
grams),  2000  M  Street  NW.,  Room 
2304.  Washington,  D.C.  20461,  202-254- 
7200. 

Bruce  Starnes  (Regulatory  Programs), 
2000  M  Street  NW..  Room  6318,  Wash¬ 
ington,  D.C.  20461. 

Joel  M.  Yudson  (Office  of  the  General 
Counsel),  12th  and  Pennsylvania 
Avenue  NW.,  Room  5134,  Washington, 
D.C. 20461,  202-566-9565. 

SUPPLEMENTAL  INFORMATION: 

A.  Background 

The  Federal  Energy  Administration 
(FEA)  has  become  increasingly  aware  of 
a  variety  of  problems  associated  with 
the  regulation  of  propane,  butane,  and 
natural  gasoline  under  Subpart  D  and 
E  of  the  Mandatory  Petroleum  Alloca- 
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tion  Regulations  (10  CFR  Part  211). 
Public  comment  on  the  need  for  changes 
has  been  received  at  meetings  with  in¬ 
dustry  representatives,  public  hearings 
held  by  FEA,  through  written  requests 
for  rule  changes,  and  general  corre¬ 
spondence.  The  FEA  has  also  encoun¬ 
tered  difficulties  under  the  current  regu¬ 
lations  in  responding  to  certain  prob¬ 
lems  which  have  arisen  in  day  to  day 
operations  and  also  in  weather-related 
emergencies.  Particularly,  during  the 
severe  portion  of  the  1976-77  winter, 
FEA  found  it  necessary  to  adopt  a  num¬ 
ber  of  emergency  amendments  pertain¬ 
ing  to  the  allocation  of  propane  and 
butane  in  connection  with  increased  nat¬ 
ural  gas  curtailments. 

During  1976,  FEA  was  able  to  make 
the  required  statutory  findings  under 
Section  12  of  the  Emergency  Petroleum 
Allocation  Act  of  1973,  as  amended 
(EPAA,  Pub.  L.  93-159)  to  exempt  a 
number  of  refined  products  from  both 
the  Mandatory  Petroleum  Allocation  and 
Price  Regulations.  Although  the  FEA  is 
currently  studying  the  butane  and  nat¬ 
ural  gasoline  supply,  demand,  and  price 
situation  in  relation  to  the  findings 
specified  in  Section  12  of  the  EPAA  for 
exemption  of  these  products  from  the 
regulations,  no  definite  decision  has  yet 
been  reached  on  whether  to  proposed 
exemption  of  these  products.  Moreover, 
because  of  the  uncertainty  surrounding 
the  future  propane  supply/demand 
balance,  the  FEA  has  no  plans  for  pro¬ 
posing  the  exemption  of  propane  in  the 
near  future.  Accordingly,  FEA  is  propos¬ 
ing  in  this  notice  a  set  of  allocation 
regulations  for  allocated  natural  gas 
liquid  products  which  FEA  believes  will 
resolve  some  of  the  problems  with  and 
be  more  workable  than  the  current  reg¬ 
ulations. 

B.  New  Subpart  D 

FEA  is  proposing  to  replace  Subpart 
D,  pertaining  to  propane,  and  Subpart  E, 
pertaining  to  butane  and  natural  gaso¬ 
line,  of  the  Mandatory  Petroleum  Allo¬ 
cation  Regulations  with  a  new  Subpart 
D  entitled  “Natural  Gas  liquids  (NGLs) .” 
FEA  believes  that  all  “allocated  natural 
gas  liquid  products"  (a  term  which 
would  be  defined  in  a  proposed 
amendment  to  §211.51  as  described 
herein)  should  appropriately  be  al¬ 
located  in  one  subpart.  The  struc¬ 
ture  of  the  proposed  subpart  is  simi¬ 
lar  to  the  current  Subpart  D  of 
Part  211  in  that  it  contains  separate  sec¬ 
tions  as  to  “Scope”  (§211.81),  “Defini¬ 
tions"  (§211.82),  “Allocation  levels” 
(§  211.83) ,  “Supplier/purchaser  relation¬ 
ships"  (§  211.85),  “Method  of  Allocation” 
(§  211.86),  and  “Procedures  and  report¬ 
ing  requirements”  (§  211.89) ,  all  of  which 
are  subject  to  the  general  provisions  of 
Subpart  A  except  where  specifically 
noted.  In  addition.  FEA  is  proposing  a 
new  section  “Adjustments  and  Assign¬ 
ments"  (§211.84)  and  to  amend  and 
move  the  use  limitations  now  contained 
in  §  211.10(g)  (8)  to  proposed  §  211.87. 
Furthermore,  the  provisions  relating  to 
imported  propane  and  butane  would  be 
shifted  from  §  211.12(g)  to  proposed  new 
§  211.88.  In  proposing  the  new  subpart. 


FEA  has  attempted  to  place  most  of  the 
allocation  regulations  specifically  relat¬ 
ing  to  allocated  natural  liquid  prod¬ 
ucts  in  one  subpart. 

Where  appropriate,  FEA  is  proposing 
conforming  amendments  to  Subpart  A 
of  Part  211,  and  in  a  few  Instances,  sub¬ 
stantive  changes  to  that  subpart,  all  of 
which  will  be  described  herein.  The  pric¬ 
ing  provisions  in  Part  212  relating  to 
imported  allocated  natural  gas  liquid 
products  are  also  proposed  to  be 
amended. 

C.  Scope  and  Definitions  (§  211.81 
§  211.82  and  §  211.51) 

The  proposed  subpart  provides  for 
the  mandatory  allocation  as  separate 
products  with  separate  allocation  en¬ 
titlements  of  all  commercial  propane, 
propane  HD-5,  commercial  butane,  nor¬ 
mal  butane,  lsobutane,  commercial  B-P 
mixture,  commercial  grade  natural  gaso¬ 
line,  all  unfractionated  NGL  mixtures, 
and  (if  greater  than  10  percent  by 
weight)  the  propane,  butane,  and  na¬ 
tural  gasoline  content  of  all  fractionated 
NGL  mixtures  produced  in  or  imported 
into  the  United  States.  Excluded  are  (D 
bottled  propane  or  butane;  and  (2)  the 
propane  or  butane  content  of  refinery  gas 
used  for  refinery  fuel  purposes.  Such 
products  allocated  by  FEA  would  be  de¬ 
fined  collectively  in  §  211.51  by  the  term 
“allocated  natural  gas  liquid  products.” 
The  new  subpart  would  be  applicable  to 
all  suppliers,  including  producers,  and 
purchasers  of  allocated  natural  gas  liquid 
products,  derived  from  any  source,  in¬ 
cluding  both  refineries  and  gas  process¬ 
ing  plants. 

Currently,  the  regulatory  definition  of 
propane  in  §  211.51  includes  mixtures 
containing  10  percent  or  more  of  the 
chemical  Cj8,  by  weight:  The  definition 
of  butane  contains  a  similar  provision. 
Both  of  these  definitions  are  inconsistent 
with  industry  terminology,  have  created 
difficulties  in  reporting,  and  do  not  con¬ 
form  to  the  definitions  in  the  Mandatory 
Petroleum  Pricing  Regulations  (10  CFR 
Part  212). 

In  this  proposal  FEA  would  define  each 
allocated  natural  gas  liquid  product  in  a 
manner  consistent  with  the  specifications 
of  the  Gas  Processors  Association  (GPA) . 

Under  the  proposal,  “propane"  would 
mean  a  normally  gaseous  paraffinic  com¬ 
pound  whose  chemical  composition  is 
predominantly  CsH*.  including  all  prod¬ 
ucts  which  meet  GPA  specifications  for 
commercial  propane  and  propane  HD-5. 
Similarly,  "butane”  would  mean  a  nor¬ 
mally  gaseous  paraffinic  compound  whose 
chemical  composition  is  predominantly 
C,H,o,  including  normal  and  isobutane 
and  mixtures  of  these  two  isomers,  and 
all  products  which  meet  GPA  specifica¬ 
tions  for  commercial  butane.  The  pro¬ 
posal  goes  on  to  further  define  com- 
mericial  propane,  propane  HD-5,  normal 
butane,  isobutane,  commercial  butane, 
and  commercial  natural  gasoline.  These 
products,  together  with  “commercial 
B-P  mixture."  also  defined,  are  the  speci¬ 
fication  grade  NGL  products  recognized 
by  the  industry.  FEA  believes  that  the 
proposed  definitions  would  alleviate 


FEDERAL  REGISTER,  VOL  41  NO.  1 57 — MONDAY,  AVGUST  15,  1C77 


PROPOSED  RULES 


41243 


many  of  industry’s  current  difficulties  in 
complying  with  the  allocation  regula¬ 
tions  for  natural  gas  liquid  products. 
FEA  is  requesting  comments  as  to 
whether  such  new  definitions  would  be 
the  most  suitable  or  whether  other  defi¬ 
nitions  would  be  necessary  to  further 
the  objectives  of  the  Mandatory  Petro¬ 
leum  Allocation  Program  in  allocating 
the  distinct  products  recognized  in  the 
marketplace. 

Under  FEA's  proposal,  purchasers  of 
specification  grade  allocated  natural  gas 
liquid  products  would  be  entitled  to  al¬ 
locations  based  on  their  base  period  use 
of  each  such  product.  The  base  period 
would  continue  to  be  each  calendar  quar¬ 
ter  during  the  period  April  1,  1972, 
through  March  31,  1973,  which  corre¬ 
sponds  to  the  present  calendar  quarter. 

Purchasers  of  non-specification  grade 
mixtures  of  natural  gas  liquids  would 
receive  allocations  appropriate  to  the 
characteristics  of  the  mixtures  pur¬ 
chased  during  the  base  period.  Unfrac¬ 
tionated  NGL  mixtures,  i.e.,  mixtures  the 
composition  of  which  have  not  changed 
since  there  extraction  from  “wet”  nat¬ 
ural  gas  streams,  would  be  treated  as 
a  separate  product.  It  is  the  FEA’s  un¬ 
derstanding  that  such  mixtures  tend  to 
be  sold  in  certain  situations  to  ultimate 
consumers  for  use  as  a  distinct  product 
and  therefore  would  be  allocated  as  such, 
based  on  the  total  volume  purchased 
during  the  base  period. 

Unlike  unfractionated  mixtures,  the 
relative  proportions  of  the  different  al¬ 
located  NGL  products  in  a  fractionated 
mixture  may  be  subject  to  determination 
and  control.  Under  the  proposal,  sup¬ 
pliers  of  fractionated  NGL  mixtures 
would  be  required  to  separately  allocate 
the  propane,  butane,  and  natural  gaso¬ 
line  components  which  constitute  more 
than  10  percent  by  weight  of  such  mix¬ 
tures.  As  distinct  from  the  current  regu¬ 
lations,  the  ethane  portion  of  fraction¬ 
ated  mixtures  would  not  be  allocated. 

A  comparison  of  the  operation  of  the 
current  regulations  and  the  proposal 
should  help  to  clarify  the  differing  treat¬ 
ments.  Under  the  current  regulations,  a 
mixture  containing  fifteen  (15)  percent 
of  the  compound  CJL,  fifteen  (15)  per¬ 
cent  of  the  compound  and  seventy 
percent  ethane  would  be  allocated  only 
as  propane  and  the  entire  mixture  would 
be  so  allocated.  Under  the  proposal,  the 
fifteen  percent  containing  CJL  would  be 
allocated  as  propane,  the  fifteen  percent 
containing  C.H10  would  be  allocated  as 
butane,  and  the  seventy  percent  con¬ 
taining  ethane  would  be  free  from 
allocation. 

Under  the  proposal,  fractionated  would 
be  defined  to  mean  separated  into  com¬ 
ponents  by  partial  or  complete  fractional 
distillation  of  natural  gas  liquids  mix¬ 
tures.  Once  having  been  so  separated, 
each  component  would  be  considered 
fractionated  regardless  of  subsequent 
mixing  or  commingling.  For  example,  if 
a  raw  NGL  stream  would  be  deethanized 
and  depropanized,  the  resulting  products 
would  be  considered  to  be  fractionated. 
The  butane  and  natural  gasoline  con¬ 
tained  in  the  remaining  stream  would 
be  allocated  as  individual  products  as 


would  be  the  propane  which  has  been 
separated.  Any  ethane  which  has  been 
separated  would  not  be  subject  to 
allocation. 

The  definition  in  §  211.82  of  a  “pro¬ 
ducer”  would  be  amended  to  include  a 
firm  which  (1)  produces  an  allocated 
natural  gas  liquid  product  in  a  refinery, 
(2)  maintains  an  ownership  interest  in 
any  allocated  natural  gas  liquid  product 
extracted  from  natural  gas  in  a  gas 
processing  plant  or  separated  from  an 
unfractionated  natural  gas  liquid  mix- 
tine  at  a  fractionating  facility  or  (3) 
imported  into  the  United  States  more 
than  5,000,000  gallons  of  allocated  natu¬ 
ral  gas  liquid  products  during  the  imme¬ 
diately  preceding  four  calendar  quarters. 

In  light  of  FEA's  experiences  during 
this  past  winter  when  gas  utilities  were 
forced  to  completely  curtain  industrial 
users,  FEA  is  also  proposing  to  amend 
its  definition  of  plant  protection  fuel. 
Plant  protection  fuel  would  be  defined 
to  mean  the  use  of  allocated  natural  gas 
liquid  products  in  the  minimum  volume 
required  to  prevent  physical  harm  to  the 
plant  facilities  or  danger  to  plant  per¬ 
sonnel.  As  in  the  current  definition  this 
would  include  the  protection  of  such 
material  and  equipment  which  would 
otherwise  be  damaged,  but  does  not  in¬ 
clude  sufficient  quantities  of  allocated 
natural  gas  liquid  products  required  to 
maintain  plant  production.  Furthermore, 
allocated  natural  gas  liquid  products 
would  not  be  considered  plant  protec¬ 
tion  fuel  if  an  alternate  fuel  capability 
is  in  place  for  a  fuel  other  than  allo¬ 
cated  natural  gas  liquid  products  or 
natural  gas  and  can  be  operated  on  a 
continuing  basis.  This  last  provision  is  a 
change  from  the  current  definition  which 
excludes  from  the  category  of  plant  pro¬ 
tection  fuel  those  situations  where  an 
alternate  fuel  is  technically  feasible. 

The  remaining  definitions  in  proposed 
§  211.82,  other  than  those  already  re¬ 
ferred  to,  defining  bottled  propane  or 
butane,  dispensing  stations,  gas  service 
for  essential  human  needs  and  property 
protection,  merchant  storage  facility, 
and  process  fuel,  would  be  essentially 
the  same  as  currently  provided  in 
§  211.82.  Additionally,  as  discussed  here¬ 
in,  in  9  211.51,  there  would  be  added 
definitions  of  gas  utility  use.  gas  trans¬ 
mission  company  use  and  synthetic 
natural  gas  enrichment  use. 

D.  Allocation  Levels  ($211.83) 

The  allocation  levels  set  forth  in  pro¬ 
posed  §  211.83  would  be  structured  simi¬ 
larly  to  the  current  §  211.83  for  propane. 
The  proposed  paragraphs  211.83(a)  and 

(b) ,  describing  the  general  allocation 
level  scheme  and  those  uses  not  subject 
to  an  allocation  fraction,  respectively, 
would  be  identical  to  the  current  regu¬ 
lations  except  for  their  applicability  to 
allocated  natural  gas  liquid  products  in¬ 
stead  of  propane.  Proposed  paragraph 

(c) ,  however,  setting  forth  allocation 
levels  for  those  end  uses  subject  to  an 
allocation  fraction,  would  differ  from 
current  regulations.  The  following  end 
uses  of  allocated  natural  gas  liquid 
products  would  have  an  allocation  level 
of  100  percent  of  current  requirements 


subject  to  an  allocation  fraction:  emer¬ 
gency  services;  energy  production  ex¬ 
cluding  boiler  fuel  uses,  a  change  which 
is  intended  to  be  in  accord  ^with  the 
President’s  National  Energy  Plan;  sani¬ 
tation  services ;  telecommunications 
services;  passenger  transportation  serv¬ 
ices  ;  medical  and  nursing  buildings; 
aviation  ground  support  vehicles  and 
equipment:  start-up,  testing,  and  flame 
stability  of  electric  utility  plants;  resi¬ 
dential  use:  plant  protection  fuel  use; 
and  petrochemical  feedstock  use  of  allo¬ 
cated  natural  gas  liquid  products  other 
than  propane,  commercial  B-P  mixture 
and  the  propane  content  of  fractionated 
natural  gas  liquid  mixtures. 

As  indicated,  the  allocation  levels  for 
residential  use  and  plant  protection  fuel 
use  of  allocated  natural  gas  liquid  prod¬ 
ucts,  w’hich  were  raised  to  100  percent  of 
current  requirements  for  propane,  sub¬ 
ject  to  an  allocation  fraction,  in  response 
to  emergency  needs  this  past  winter, 
would  remain  at  such  levels.  FEA  believes 
that  plant  protection  fuel  use  is  a  prior¬ 
ity  use  for  which  100  percent  of  current 
requirements  is  the  appropriate  alloca¬ 
tion  level. 

However.  FEA  is  uncertain  whether 
the  allocation  level  for  residential  use 
should  be  at  this  same  level.  Although  in 
the  emergency  situation  of  this  past 
winter  FEA  determined  that  residential 
users  of  propane  should  be  protected, 
there  was  much  criticism  of  that  action 
by  some  propane  suppliers.  Such  firms 
were  apprehensive  that  resellers  would 
actively  seek  to  expand  their  business  by 
taking  on  additional  residential  end  user 
customers,  and  would  then  be  able  to 
certify  such  increased  requirements  to 
their  suppliers  pursuant  to  the  proce¬ 
dures  set  forth  in  §  211.13(d). 

Despite  such  comments,  FEA  has  ten¬ 
tatively  concluded  that  the  allocation 
level  for  residential  users  of  allocated 
natural  gas  liquid  products  should  re¬ 
main  at  100  percent  of  current  require¬ 
ments  subject  to  an  allocation  fraction. 
FEA  believes  that  this  would  be  the  best 
means  of  insuring  that  resellers  supply¬ 
ing  the  residential  segment  of  the  allo¬ 
cated  natural  gas  liquid  product  market 
will  be  able  to  maintain  their  share  with 
respect  to  those  industrial  users  which 
would  also  be  able  to  receive  upward 
adjustments  under  proposed  §  211.84. 

FEA  recognizes  that  since  the  1972-73 
base  period  there  have  been  shifts  in  the 
residential  sector  of  the  propane  market. 
FEA  considered  returning  the  allocation 
level  to  100  percent  of  base  period  use  for 
residential  users  but  at  the  same  time 
updating  the  base  period  to  reflect  more 
recent  market  conditions.  However,  FEA 
was  unable  to  determine  a  suitable  re¬ 
cent  base  period.  Since  the  peak  resi¬ 
dential  demand  is  temperature  related, 
FEA  examined  the  most  recent  winter 
seasons  and  concluded  that  the  1974-75 
and  1975-76  winters  were  above  average 
in  temperature  and  could  not  be  used  as 
a  base  period  to  reflect  increased  growth. 
The  1976-77  winter,  on  the  other  hand, 
was  so  severe  that  many  of  the  transac¬ 
tions  and  relationships  entered  into  were 
extraordinary  in  nature  and  temporary 
in  duration.  Furthermore,  because  the 
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propane  distribution  system  was  severly 
strained  in  certain  parts  of  the  country 
this  past  winter,  using  such  a  period  as 
a  base  period  could  result  in  regional 

inequities. 

However,  to  prevent  excessive  upward 
certifications  of  increased  residential 
growth  at  the  current  allocation  level, 
FEA  believes  it  important  to  clarify  that, 
tinder  §  211.13(d),  certification  of  in¬ 
creased  current  requirements  is  limited 
to  those  volumes  representing  end  users’ 
mcreased  requirements  since  January  1, 
1974.  Wholesale  purchaser-resellers  may 
not  certify  to  their  suppliers  increased 
requirements  representing  volumes  of 
allocated  natural  gas  liquid  products 
which  were  supplied  to  end  users  by 
another  supplier  during  the  year  1973  or 
earlier.  The  purpose  of  the  upward  cer¬ 
tification  provision  is  to  allow  the  base 
period  use  for  new  end  users  and  in¬ 
creased  requirements  of  historical  end 
users  to  be  certified,  but  not  to  permit 
changes  in  the  historical  market  pat¬ 
terns  of  wholesale  purchaser-resellers. 

FEA  requests  comments  as  to  the  ap¬ 
propriate  allocation  level  for  residential 
users,  whether  an  updated  base  period 
should  be  used,  and  any  other  suggested 
resolution  of  this  issue. 

Paragraph  (c)  of  proposed  §  211.83 
also  sets  forth  the  end  uses  which  would 
receive  an  allocation  level  of  100  percent 
of  base  period  use.  These  would  include: 
petrochemical  feedstock  use  of  propane 
( including  the  propane  content  of  frac¬ 
tionated  natural  gas  liquid  mixtures) 
and  commercial  B-P  mixture;  synthetic 
natural  gas  (SNG)  plant  feedstock  use; 
synthetic  natural  gas  enrichment  use; 
other  industrial  use;  gasoline  blending 
and  manufacturing  use  of  allocated  nat¬ 
ural  gas  liquid  products  other  than  pro¬ 
pane;  governmental  use;  gas  utility  use; 
refinery  fuel  use;  commercial  use;  trans¬ 
portation  service  other  than  passenger 
transportation  service  or  aviation  ground 
support  vehicles,  for  vehicles  equipped  to 
use  allocated  natural  gas  liquid  products 
as  of  December  27,  1973;  and  schools. 

As  can  be  seen,  certain  of  the  proposed 
allocation  levels  have  been  combined 
from  the  existing  subparts  D  and  E.  For 
instance,  petrochemical  feedstock  use  of 
propane,  and  allocated  natural  gas  liquid 
products  containing  propane  (except  un¬ 
fractionated  mixtures)  would  be  given 
an  allocation  level  of  100  percent  of  base 
period  use  to  reflect  allocation  levels  cur¬ 
rently  contained  in  8  211.83(c)  (2)  (i). 
Petrochemical  feedstock  use  of  butane 
and  other  allocated  natural  gas  liquid 
products  would  be  given  an  allocation 
level  of  100  percent  of  current  require¬ 
ments  subject  to  an  allocation  fraction 
to  reflect  such  levels  currently  in  §  211.- 
93(0  (1)  <ix). 

Commercial  use  and  school  use.  both 
of  which  currently  have  allocation  levels 
for  propane  and  butane  of  less  than  one 
hundred  percent  of  base  period  use. 
would  be  raised  to  that  level  for  allo¬ 
cated  natural  gas  liquid  products.  Fur¬ 
ther.  there  would  be  no  annual  volumet¬ 
ric  limitation  on  commercial  use  as  now 
exists.  The  allocation  level  for  other  in¬ 
dustrial  use  is  also  elevated  from  ninety 
percent  of  base  period  use  to  one  hun¬ 


dred  percent  of  base  period  use.  The 
word  “other”  would  be  included  to  recog¬ 
nize  that  certain  of  the  end  uses  which 
have  individual  allocation  levels,  such  as 
petrochemical  feedstock  use,  are  also  in¬ 
dustrial  uses. 

A  further  change  from  existing  sub¬ 
parts  would  be  that  allocation  levels  for 
“standby  volumes”  and  “where  no 
substitute  for  propane  (or  butane) 
is  available”  would  be  eliminated 
entirely  as  these  considerations  would  be 
adequately  covered  in  qualifying  state¬ 
ments  to  other  allocation  levels. 

Additionally,  there  would  be  end  uses 
for  which  allocation  levels  are  expressly 
provided  for  the  first  time.  These  include 
synthetic  natural  gas  enrichment  use 
and  gas  utility  use.  “Synthetic  natural 
gas  enrichment  use”  would  mean  usage 
by  a  synthetic  natural  gas  producer  to 
enrich  or  adjust  the  Btu  value  of  syn¬ 
thetic  natural  gas  so  that  the  resulting 
mixture  will  approximate  the  Btu  value, 
flame  characteristics,  and  other  physical 
properties  of  natural  gas  with  which  it 
is  to  be  mixed.  During  the  past  three 
years  FEA  has  Issued  assignment  orders 
for  this  end  use  under  the  allocation  level 
of  90  percent  of  base  period  use  for  other 
industrial  uses.  FEA  believes  that  SNG 
enrichment  use  should  have  a  separate 
allocation  level  so  as  to  permit  appropri¬ 
ate  assignments  to  correspond  to  assign¬ 
ments  for  SNG  feedstock  use.  which  also 
has  an  allocation  level  of  100  percent  of 
base  period  use. 

Currently,  in  subparts  D  and  E.  the 
only  allocation  level  for  direct  gas  utility 
use  of  propane  and  butane  is  for  peak 
shaving.  Because  FEA  has  narrowly  de¬ 
fined  peak  shaving,  there  has  been  in¬ 
sufficient  flexibility  under  the  regula¬ 
tions  in  dealing  with  emergency  needs 
of  gas  utilities  for  propane.  Additionally, 
there  is  a  use  limitation  with  respect  to 
peak  shaving  contained  in  §  211.83 
(c)  (2)  (v),  which  in  certain  respects  has 
been  subsumed  by  the  limitation  in  10 
CFR  211.10(g)(8)  and  which,  by  being 
included  with  the  allocation  level,  has 
caused  confusion. 

Although  FEA  intends  to  act  with 
moderation  in  permitting  new  gas  utility 
use  of  allocated  natural  gas  liquid  prod¬ 
ucts.  FEA  is  proposing  an  allocation  level 
for  “gas  utility  use”  to  provide  greater 
flexibility  and  to  eliminate  the  current 
confusion.  Gas  utility  use  would  mean 
usage  by  firms  primarily  engaged  in  the 
distribution  of  natural  gas  to  ultimate 
consumers  for  the  purpose  of  directly 
supplementing,  replacing,  or  displacing 
pipeline  natural  gas.  other  than  by  the 
manufacture  of  synthetic  natural  gas. 
To  the  extent  appropriate,  the  use  of 
limitations  on  gas  utility  use  currently 
contained  in  §  211.10(g)  (8)  and  in 
§  211.83»c)  (2)  (v)  would  both  be  moved 
to  proposed  §  211.87  as  explained  herein. 

In  a  similar  vein,  FEA  is  also  propos¬ 
ing  to  define  “gas  transmission  company 
use,"  which  would  mean  usage  by  firms 
primarily  enaged  in  the  pipeline  trans¬ 
mission  and  sale  of  natural  gas  for  resale 
for  the  purpose  of  supplementing,  re¬ 
placing.  or  displacing  pipeline  natural 
gas.  other  than  by  the  manufacture  of 
synthetic  natural  gas.  No  allocation  level 


would  be  provided  for  gas  transmission 
company  use,  but  such  usage  would  be 
subject  to  the  limitations  contained  in 
proposed  §  211.87. 

FEA  expects  to  propose  appropriate 
criteria  under  which  FEA  would  evaluate 
applications  for  assignments  and  ad¬ 
justments  to  base  period  use  for  gas 
utility  use  and  applications  for  waivers' 
of  the  special  limitations  on  both  gas 
utility  and  gas  transmission  use. 

E.  Adjustments  and  Assignments 
({  211.84) 

1.  SPECIFIED  INDUSTRIAL  USES 

Under  the  current  regulations,  petro¬ 
chemical  firms  which  desire  to  expand 
operations  or  open  new  plants  cannot 
receive  adjustments  to  their  base  period 
use  of  propane  for  petrochemical  feed¬ 
stock  unless  they  can  show  serious  hard¬ 
ship  or  gross  inequity  with  respect  to  the 
entire  firm,  in  which  case  they  may  peti¬ 
tion  for  an  exception  to  the  regulations. 
These  existing  regulations  may  have 
caused  difficulties  for  the  petrochemical 
industry  by  forcing  petrochemical  feed¬ 
stock  users  of  propane  in  excess  of  base 
period  volumes  to  rely  on  non-Canadian 
imports  or  surplus  domestic  product, 
which  they  could  be  allowed  to  receive 
under  an  FEA  waiver  of  the  use  limita¬ 
tion  contained  in  5  211.10(g)(8).  FEA 
also  believes  that  process  fuel  use  of  al¬ 
located  natural  gas  liquid  products  is 
also  a  priority  use  for  which  wholesale 
purchaser-consumers  should,  in  certain 
instances,  be  allowed  to  receive  adjust¬ 
ments  to  their  base  period  use. 

FEA  is  proposing  a  new  §  211.84  per¬ 
taining  to  specified  industrial  users,  gas 
utility  users  and  gas  transmission  com¬ 
pany  users  of  allocated  natural  gas  liquid 
products.  Paragraph  (a)  would  provide 
that  a  wholesale  purchaser-consumer 
could  apply  (1)  to  the  FEA  National  Of¬ 
fice  for  adjustments  to  its  base  period  use 
for  petrochemical  feedstock  use  of  pro¬ 
pane  (including  the  propane  content  of 
fractionated  natural  gas  liquid  mix¬ 
tures),  commercial  B-P  mixture,  or  un¬ 
fractionated  natural  gas  liquid  mixtures, 
and  for  gasoline  blending  and  manufac¬ 
turing  use  of  any  allocated  natural  gas 
liquid  product,  except  propane,  and  <2)  to 
the  appropriate  FEA  Regional  Office  for 
adjustments  to  base  period  use  of  any 
allocated  natural  gas  liquid  product  for 
process  fuel  use.  Conforming  amend¬ 
ments  to  5  211.13(0  are  also  proposed 
to  permit  upward  certifications  of  such 
adjustments  by  wholesale-purchaser  re¬ 
sellers.  Under  the  proposal  no  adjustment 
mechanism  would  be  proposed  for  petro¬ 
chemical  users  of  those  allocated  natural 
gas  liquid  products  which  would  have  an 
allocation  level  of  100  percent  of  current 
requirements  subject  to  an  allocation 
fraction. 

FEA  will  promulgate  guidelines  for  . 
consideration  of  applications  for  adjust¬ 
ment  to  the  base  period  uses  of  petro¬ 
chemical  feedstock  users.  Persons  com¬ 
menting  are  requested  to  suggest  any  ap¬ 
propriate  criteria  in  addition  to  those 
contained  in  Subpart  B  of  part  205  to 
evaluate  applications  for  adjustments  for 
petrochemical  feedstock  use  of  propane 
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and  should  indicate  whether,  in  their 
opinion,  limits  should  be  set  on  the  size  of 
permissible  adjustments. 

In  connection  with  the  above  adjust¬ 
ment  procedures,  PEA  is  proposing  an 
amendment  in  $  211.86(f)  which  would 
allow  FEA  additional  flexibility  in  con¬ 
sidering  applications  for  adjustments  or 
assignments  of  allocated  natural  gas 
liquid  products.  Notwithstanding  the  pro¬ 
visions  of  $  211.11(b),  which  defines  a 
firm  as  including  all  parts  of  the  parent 
and  all  the  entities  which  it  controls,  In 
considering  such  applications  for  adjust¬ 
ments  or  assignments  filed  pursuant  to 
§§  211.12(h)  or  211.84,  under  the  proposal 
PEA  would  be  able  to  consider  the  re¬ 
quirements  for  a  particular  facility  sep¬ 
arate  from  the  remainder  of  the  firm, 
and  could  designate  the  facility  for  which 
such  assignments  or  adjustments  may  be 
made.  Tills  will  allow  FEA  to  act  in  situ¬ 
ations  where  only  part  of  a  firm,  such  as 
a  particular  plant,  would  be  impacted 
without  specific  relief  and  where  the  re¬ 
mainder  of  the  firm  should  not  appropri¬ 
ately  be  considered  under  the  application. 

2.  GAS  UTILITY  OR  GAS  TRANMISSION 
COMPANY  USE 

Paragraph  (b)  of  proposed  §  211.84 
would  be  applicable  to  applications  for 
assignments,  adjustments  and  waivers  by 
gas  utilities  and  gas  transmission  com¬ 
panies.  Under  the  proposal,  wholesale 
purchaser-consumers  would  apply  to  the 
PEA  National  Office  for  all  assignments 
of  a  base  period  use  of  allocated  natural 
gas  liquid  products  for  gas  utility  use, 
and,  noth  withstanding  the  provisions  of 
§  211.13(e),  could  apply  to  the  FEA  Na¬ 
tional  Office  for  an  adjustment  to  their 
base  period  use,  in  accordance  with  Sub¬ 
parts  B  and  C,  respectively,  of  Part  205 
of  this  chapter. 

Applications  for  waivers  of  the  limita¬ 
tions  on  gas  utility  use  or  gas  transmis¬ 
sion  company  use  of  allocated  natural 
gas  liquid  products  set  forth  in  §  211.87 
(d)  would  also  be  filed  with  the  FEA 
National  office.  FEA  anticipates  that  in 
most  cases,  waivers  of  the  use  limitations 
would  be  granted  gas  utilities  rather 
than  their  receiving  assignments  which 
would  establish  base  period  uses.  By  such 
a  procedure  FEA  would  more  easily  be 
able  to  restrict  gas  utilities  to  use  only* 
non-domestic  supplies  of  such  products. 
On  July  26,  1977,  FEA  established  guide¬ 
lines  to  evaluate  all  such  applications 
(42  FR,  38553,  July  29,  1977). 

Paragraph  (b)  would  also  permit  gas 
utilities  to  act  as  agents  in  acquiring  and 
delivering  allocated  natural  gas  liquid 
products  through  natural  gas  pipelines 
to  end-users  or  wholesale  purchaser- 
consumers  separately  authorized  to  pur¬ 
chase  such  products.  Unless  otherwise 
authorized  by  FEA,  such  actions  would 
be  permitted  only  in  those  cases  where 
the  wholesale  purchaser -consumer  or 
end-user  would  own  the  product  and 
bear  the  entire  cost  of  its  storage,  gasifi¬ 
cation,  and  transmission,  where  there 
would  be  no  adverse  effects  of  the  gas 
utility’s  other  customers,  and  where  the 
user  would  have  no  facilities  for  using  a 
fuel  other  than  pipeline  gas.  This  provi¬ 


sion  basically  would  codify  a  procedure 
already  contemplated  by  the  present 
guidelines  to  10  CFR  211.12(h) , 

F.  Supplier /Purchaser  Relationships 
(§  211.85) 

I.  CHANGES  IN  RELATIONSHIPS 

Under  the  proposed  section  §  211.85,  in 
general,  as  under  current  §§211.85  and 
211.95,  supplier/  purchaser  relationships 
would  be  as  set  forth  in  §§211.9-211.13 
unless  otherwise  specified  in  the  pro¬ 
posed  subpart.  However,  unlike  existing 
regulations,  proposed  §  211.85  provides  a 
method  for  allowing  wholesale  purchas¬ 
ers  to  change  base  period  suppliers  under 
certain  circumstances.  This  section  is 
designed  to  permit  the  mandatory 
supplier/purchaser  relationships  to  fol¬ 
low  more  closely  current  market  pat¬ 
terns.  Under  the  proposed  regulation, 
any  wholesale  purchaser  of  any  allocated 
natural  gas  liquid  product  could  termi¬ 
nate  a  supplier/ purchaser  relationship 
or  adjust  downward  its  base  period  use 
by  providing  written  notice  to  its  base 
period  supplier  of  its  intent  to  do  so,  pro¬ 
vided  that  the  affected  supply  obligation 
would  and  could  be  assumed  by  another 
supplier  without  adversely  impacting  the 
new  supplier’s  historical  purchasers. 
Under  the  proposal,  wholesale  purchas¬ 
ers  would  specify  in  the  written  notice 
the  volume  of  the  supply  obligation 
which  would  be  reduced  or  terminated, 
and  would  include  the  effective  date  of 
termination  or  downward  adjustment, 
which  would  have  to  correspond  to  the 
first  day  of  a  base  period.  Upon  receipt  of 
such  notification,  a  supplier  would  sub¬ 
tract  the  volumes  so  terminated  or  cov¬ 
ered  by  the  downward  adjustment  from 
its  base  period  supply  obligations,  and 
wrould  not  Include  such  volumes  in  its 
base  period  use  from  its  supplier,  unless 
by  the  exclusion  of  such  volumes  its  base 
period  use  from  that  supplier,  as  ad¬ 
justed.  would  fall  below  its  original  un¬ 
adjusted  base  period  use. 

Any  supplier  of  allocated  natural  gas 
liquid  products  could  establish  a  sup¬ 
plier/purchaser  relationship  with  a 
wholesale  purchaser  to  the  extent  such 
purchaser  would  have  terminated  an¬ 
other  supplier/purchaser  relationship  or 
adjusted  downward  its  base  period  use, 
provided  that  (1)  the  new  supplier’s  net 
obligations  for  a  particular  calendar 
quarter  corresponding  to  a  base  period 
would  not  have  reduced  the  supplier’s 
allocation  fraction  below  one  (1.0)  in 
the  immediately  preceding  correspond¬ 
ing  calendar  quarter,  or  (2)  the  supplier 
could  clearly  demonstrate  that  its  net 
adjustments  to  its  base  period  supply 
obligations  for  a  particular  calendar 
quarter  would  not  reduce  its  allocation 
fraction  below  1.0  for  that  quarter.  FEA 
will  not  accept  the  ability  of  a  supplier 
to  certify  to  its  supplier  adjustments 
to  its  base  period  use  as  a  sufficient  dem¬ 
onstration  of  the  adequacy  of  its  supply. 
The  new  supplier  and  the  wholesale  pur¬ 
chaser  would  have  to  notify  FEA  and 
obtain  approval  from  the  appropriate 
FEA  Regional  Office  before  a  new  sup¬ 
plier/purchaser  relationship  and  base 


period  use  could  be  established.  Under 
existing  procedures,  before  FEA  could 
approve  the  change  of  supplier,  it  would 
have  to  notify  possibly  aggrieved  parties. 

A  wholesale  purchaser-reseller,  which 
in  its  capacity  as  a  supplier  would  estab¬ 
lish  new  supplier/purchaser  relationships 
which  would  increase  its  base  period 
supply  obligations,  or  which  would  have 
excluded  certain  volumes  from  its  base 
period  use  because  of  terminations  or 
downward  adjustments,  would  receive  an 
upward  or  downward  adjustment,  re¬ 
spectively,  to  its  base  period  use  in  an 
amount  equal  to  the  net  change  to  its 
base  period  obligations.  Certifications  of 
such  upward  adjustments  would  be  per¬ 
mitted  to  be  made  In  accordance  with  the 
procedures  set  forth  In  8  211.13(c)  (2) 
and  (3) ,  and  certifications  of  such  down¬ 
ward  adjustments  would  have  to  be  so 
made. 

2.  UNDBRLIFTING 

One  of  the  problems  with  the  opera¬ 
tion  of  the  current  regulations  is  that 
the  regulations  do  not  account  for  whole¬ 
sale  purchasers  which  purchased  allo¬ 
cated  products  from  their  base  period 
supplier  in  the  base  period,  but  which 
since  that  time  have  consistently  under¬ 
lifted  or  purchased  the  same  product 
from  different  suppliers.  Allowing  whole¬ 
sale  purchasers  to  change  base  period 
suppliers  should  reduce  somewhat  the 
amount  of  underlifting,  in  that  such  pur¬ 
chasers  could  establish  supplier/  pur¬ 
chaser  relationships  with  the  suppliers 
from  which  they  are  currently  purchas¬ 
ing  product.  Furthermore,  FEA  recog¬ 
nizes  that  the  regulations  were  designed 
to  deal  with  possible  shortages.  To  the 
extent  that  suppliers  must  include  their 
entire  base  period  obligation  in  the  cal¬ 
culation  of  allocable  supply  for  a  base 
period  quarter,  each  base  period  pur¬ 
chaser  is  protected  with  regard  to  such 
volumes. 

However.  FEA  is  proposing  an  amend¬ 
ment  in  §  211.85(c)  which  should  fa¬ 
cilitate  further  the  distribution  of  under¬ 
lifted  supplies.  Proposed  §  211.85(c) 
would  apply  only  to  wholesale  purchasers 
of  allocated  natural  gas  liquid  products 
which  have  failed  to  purchase  at  least 
eighty  (80)  percent  of  their  allocation 
entitlement  from  their  base  period  sup¬ 
pliers  in  each  of  two  consecutive  calen¬ 
dar  quarters.  Not  less  than  thirty  1 30  ‘ 
days  before  the  end  of  the  second  such 
calendar  quarter,  a  base  period  supplier 
could  notify  such  purchasers  that  the 
supplier  intends  to  exclude  the  supplier’s 
base  period  obligations  to  those  pur¬ 
chasers  from  the  supplier’s  allocable 
supply  for  the  following  calendar  quar¬ 
ter,  except  to  the  extent  such  purchasers 
would  inform  the  supplier  of  the  volumes 
of  such  products  they  intend  to  purchase 
from  such  supplier  in  the  following 
quarter. 

Not  less  than  twenty  (20)  days  before 
the  end  of  the  same  calendar  quarter, 
each  purchaser  which  has  received  such 
notice  from  its  base  period  supplier  would 
inform  its  base  period  supplier  of  the 
portion  of  its  allocation  entitlement  for 
the  following  quarter  which  it  intends  to 
purchase  from  Its  base  period  supplier. 
A  supplier  could  thereafter  exclude  from 
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its  allocable  supply  of  allocated  natural 
gas  liquid  products,  for  the  following 
calendar  quarter  only,  Its  entire  base 
period  obligations  to  those  wholesale 
purchasers  which  received  timely  notifi¬ 
cation,  except  for  those  portions  of  the 
base  period  volumes  which  such  pur¬ 
chasers  informed  the  supplier  in  a  timely 
manner  that  they  intended  to  purchase 
in  said  calendar  quarter. 

Under  the  proposed  procedure,  an 
affected  purchaser  would  still  be  entitled 
to  its  entire  base  period  use,  but  upon  re¬ 
quest,  it  would  have  to  inform  its  supplier 
in  advance  as  to  the  amount  of  product 
it  would  purchase.  If  a  wholesale  pur¬ 
chaser  purchased  eighty  percent  of  its 
base  period  use  from  its  base  period  sup¬ 
plier  in  a  subsequent  calendar  quarter,  it 
would  not  be  subject  to  the  requirements 
of  the  underlifting  section  unless  it  again 
failed  to  purchase  eighty  percent  of  its 
base  period  use  in  two  consecutive 
quarters. 

To  prevent  wholesale  purchasers  from 
informing  their  base  period  suppliers 
that  they  will  purchase  a  certain  volume 
for  a  particular  calendar  quarter,  and 
thereafter  not  actually  purchasing  such 
volumes,  FEA  is  proposing  a  mechanism 
whereby  a  wholesale  purchaser  could  be 
permanently  excluded  from  its  base 
period  supplier’s  supply  obligations.  The 
proposal  would  provide  that  if,  in  each 
of  two  consecutive  calendar  quarters  for 
which  a  wholesale  purchaser  was  re¬ 
quired  to  inform  its  base  period  supplier 
of  the  volumes  of  allocated  natural  gas 
liquid  products  it  would  purchase  during 
such  quarter  from  its  base  period  sup¬ 
plier,  the  wholesale  purchaser  did  not 
purchase  from  its  base  period  supplier  at 
least  eighty  (80)  percent  of  the  amount 
it  informed  the  supplier  that  it  would 
purchase,  the  supplier  could  thereafter 
permanently  exclude  from  its  allocable 
supply  its  base  period  obligations  to  said 
purchaser  upon  notifying  both  the 
wholesale  purchaser  and  the  appropriate 
FEA  Regional  Office.  A  notification  of 
such  possible  permanent  exclusion  would 
also  have  to  appear  in  supplier’s  original 
notice  to  purchasers  which  solicits  the 
amount  which  will  be  purchased.  Whole¬ 
sale  purchasers  which  do  not  inform 
their  supplier  that  they  will  purchase 
particular  volumes  of  product  could  not 
be  permanently  excluded  from  the  sup¬ 
plier’s  allocable  supply,  although  they 
could  be  excluded  for  the  particular 
quarter  for  which  they  did  not  inform 
their  supplier. 

In  the  event  a  supplier’s  base  period 
obligations  to  a  wholesale  purchaser 
would  be  permanently  excluded  from  the 
supplier’s  allocable  supply,  the  purchaser 
would  be  deemed  to  have  a  base  period 
use  without  having  a  base  period  sup¬ 
plier.  That  provision  would  allow  such  a 
purchaser  to  purchase  surplus  product 
up  to  its  base  period  use  without  exceed¬ 
ing  use  limitations.  An  excluded  pur¬ 
chaser  could  apply  to  FEA  pursuant  to 
$  211.12(e)  for  the  assignment  of  a  new 
supplier,  but  FEA  could  consider  the  cir¬ 
cumstances  of  the  exclusion  in  granting 


or  denying  such  an  application.  Examples 
are  provided  below  to  illustrate  the  op¬ 
eration  of  the  underlifting  section. 

Examples 

l.  Facts:  Firm  A  Is  the  base  period  sup¬ 
plier  to  Firm  B  of  propane  HD-5.  Firm  B 
purchased  from  Firm  A  eighty  percent  of  its 
allocation  entitlement  of  propane  HD-5  in 
the  first  calendar  quarter  of  1977,  and  did 
not  purchase  any  portion  of  its  allocation  en¬ 
titlement  from  Firm  A  In  the  second  quarter 
of  1977. 

Explanation:  Firm  B  would  not  be  subject 
to  the  requirements  of  the  underlifting  sec¬ 
tion.  proposed  |  211.85(c).  because  it  has  not 
failed  to  purchase  at  least  eighty  percent  of 
Its  allocation  entitlement  of  an  allocated  nat¬ 
ural  gas  liquid  product,  propane  HD-5,  for 
two  consecutive  calendar  quarters. 

EL  Facts:  Same  as  in  Example  I.  In  addi¬ 
tion,  in  the  third  quarter  of  1977,  Firm  B 
purchases  fifty  percent  of  its  allocation  en¬ 
titlement  of  propane  HD-5  from  Firm  A. 

Explanation:  Since  Firm  B  has  failed  to 
purchase  at  least  eighty  percent  of  Its  alloca¬ 
tion  entitlement  of  propane  for  two  consecu¬ 
tive  calendar  quarters,  no  less  than  thirty 
days  before  the  end  of  the  third  quarter,  no 
less  than  thirty  days  before  the  end  of  the 
third  quarter  of  1977  Firm  A  may  notify  Firm 
B  that  it  will  exclude  Firm  B's  allocation  en¬ 
titlement  from  its  allocable  supply  supply  of 
propane  HD-5  for  the  fourth  quarter  of  1977 
except  to  the  extent  Firm  B  Informs  Firm  A 
that  It  will  purchase  such  product  in  the 
fourth  quarter. 

m.  Facts:  Same  as  Example  II.  In  addition, 
on  August  31,  1977  Firm  A  has  notified  Firm 
B  of  its  possible  exclusion  for  the  fourth 
quarter  of  1977.  On  September  10,  1977  Firm 
B  Informs  Firm  A  that  It  will  purchase  forty 
percent  of  Its  allocation  entitlement  for  pro¬ 
pane  HD-5  in  the  fourth  quarter.  Firm  A 
thereupon  excludes  sixty  percent  of  its  obli¬ 
gations  to  Firm  B  in  the  calculations  of  its 
allocable  supply  of  propane  HD-5  for  the 
fourth  quarter  of  1977.  From  October  1,  1977 
to  December  1,  1977,  Firm  B  does  not  pur¬ 
chase  and  has  made  no  arrangements  to 
purchase  propane  HD-5  from  Firm  A  in  the 
fourth  quarter  of  1977. 

Explanation:  Firm  A  was  permitted  to  ex¬ 
clude  from  Its  allocable  supply  for  the  fourth 
quarter  of  1977  only,  the  sixty  percent  of 
Firm  B’s  entitlement  which  it  did  not  in¬ 
form  Firm  A  It  would  purchase.  Since  it  ap¬ 
pears  that  Firm  B  will  not  have  purchased 
eighty  percent  of  Its  allocation  entitlement 
of  propane  HD-6  from  Firm  A  in  the  third 
and  fourth  calendar  quarters  of  1977,  Firm 
A  may  again  inform  Firm  B  that  It  will  ex¬ 
clude  its  obligations  to  Firm  B  from  its  al¬ 
locable  supply  of  propane  HD-5  for  the  first 
quarter  of  1978  except  as  to  the  amount  of 
propane  HD-5  Firm  B  Informs  Firm  A  it  will 
purchase  in  the  first  quarter  of  1978.  (How¬ 
ever,  If  Firm  B  purchases  eighty  percent  of 
Its  allocation  entitlement  for  the  fourth 
quarter  of  1977  from  Firm  A  during  the  last 
thirty  days  of  the  fourth  quarter.  Firm  A 
may  not  exclude  its  obligations  to  Firm  B 
for  the  first  quarter  of  1978  because  Firm  B 
will  not  have  failed  to  purchase  eighty  per¬ 
cent  of  Its  allocation  entitlement  in  the  Im¬ 
mediately  two  preceding  consecutive  calen¬ 
dar  quarters.)  Firm  A  may  not  move  to  ex¬ 
clude  permanently  Its  obligations  to  Firm  B 
from  the  calculation  of  its  allocable  supply 
of  propane  HD-5  because  Firm  B  will  not 
have  failed  in  two  consecutive  quarters  to 
purchase  eighty  percent  of  the  amount  it  was 
required  to  Inform  Firm  A  that  It  would  pur¬ 
chase.  Even  If  Firm  B  purchased  no  propane 
HD-6  for  the  remainder  of  the  fourth  quarter 
of  1977,  the  fourth  quarter  was  the  only 


quarter  for  which  it  was  required  to  inform 
Firm  A  as  to  the  amount  of  propane  HD-5 
it  would  purchase. 

IV.  Facts:  Same  as  Example  m.  In  addi¬ 
tion,  Firm  B  purchases  no  propane  HD-5 
from  Firm  A  during  the  remainder  of  the 
fourth  quarter  of  1977.  On  December  1,  1977, 
Firm  A  informs  Firm  B  of  its  possible  exclu¬ 
sion  for  the  first  quarter  of  1978.  On  Decem¬ 
ber  10,  1977,  Firm  B  Informs  Firm  A  it  will 
purchase  thirty  percent  of  its  allocation  en¬ 
titlement  of  propane  HD-5  during  the  first 
quarter  of  1978.  Firm  A  excludes  seventy  per¬ 
cent  of  Its  obligation  to  Firm  B  from  the  cal¬ 
culation  of  Its  allocable  supply  of  propane 
HD-5  for  the  first  quarter  of  1978.  Firm  B 
purchases  no  propane  HD-5  from  Firm  A 
during  the  first  quater  of  1978. 

Explanation:  Firm  A  may  permanently  ex¬ 
clude  Its  obligations  to  supply  propane  HD- 
5  to  firm  B  because  Firm  B  failed  In  two  con¬ 
secutive  calendar  quarters  to  purchase  eighty 
percent  of  the  amount  of  propane  HD-5  from 
Firm  A  which  It  Informed  Firm  A  It  would 
purchase.  Alternatively,  If  Firm  A  should 
so  choose.  It  could  again  propose  to  exclude 
Firm  B  for  the  second  quarter  of  1978  only 
(which  would  provide  Firm  B  a  chance  to 
avoid  permanent  exclusion  by*  purchasing 
eighty  percent  of  either  its  allocation  entitle¬ 
ment  or  the  amount  It  states  It  will  purchase 
in  the  second  quarter  of  1978) . 

3.  CAS  PROCESSING  PLANTS  OR  FRACTIONA¬ 
TION  FACILITIES 

FEA  believes  that  the  producer  rule  for 
propane  as  currently  set  forth  in  §  211.86 
(d)  has,  in  certain  respects,  been  unclear 
in  governing  supplier/purchaser  rela¬ 
tionships  between  producers  of  allocated 
natural  gas  liquid  products.  Accordingly 
FEA  is  attempting  to  simplify  this  rule 
and  is  proposing  to  leave  a  shortened  ver¬ 
sion  in  proposed  §  211.86(d)  and  to  add 
paragraph  §  211.85(d)  dealing  with  al¬ 
location  entitlements  at  gas  processing 
plants. 

FEA  recognizes  that  the  gas  processing 
Industry  is  quite  complex.  Quite  often 
firms  have  ownership  interests  in  many 
gas  processing  plants;  in  individual 
plants,  there  can  be  a  web  of  ownership 
interests  in  both  the  natural  gas  which  is 
processed  and  in  the  allocated  natural 
gas  liquid  products  which  are  extracted 
from  the  natural  gas  and  which  may  or 
may  not  be  fractionated.  FEA  further 
recognizes  the  industry  practice  whereby 
operators  of  gas  processing  plants  often 
take  as  a  processing  fee  a  portion  of  the 
allocated  natural  gas  liquid  products 
which  are  extracted  at  a  gas  processing 
plant.  FEA  is  concerned  that  unless  the 
interest  of  the  processor  in  the  extracted 
allocated  natural  gas  liquid  products  is 
protected,  the  historical  downstream 
purchasers  of  such  products  from  the 
processor  could  be  adversely  affected.  As 
distinct  from  crude  oil  processing  fees  at 
refineries,  which,  when  in  kind,  are  usu¬ 
ally  a  small  percentage  of  the  oil  proc¬ 
essed,  it  is  not  unusual  for  the  in  kind 
processing  fees  at  gas  processing  plants 
to  be  a  large  percentage  of  the  allocated 
natural  gas  liquid  products  produced. 

Accordingly,  FEA  proposes  to  provide 
in  §  211.85(d)  that  a  firm  which  acquired 
allocated  natural  gas  liquid  products 
through  its  ownership  interest  in  or  op¬ 
eration  of  a  gas  processing  plant  or  frac¬ 
tionating  facility  during  the  base  period 
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would  have  an  allocation  entitlement 
with  respect  to  the  volumes  of  such 
products  acquired  during  the  base  pe¬ 
riod  from  the  firm  that  supplied  the  al¬ 
located  natural  gas  liquid  products  in 
the  base  period,  regardless  of  whether 
such  products  were  purchased  or  ac¬ 
quired  under  a  processing  agreement. 
The  historical  downstream  purchasers  of 
such  products  would  thereby  be  protect¬ 
ed.  The  regulation  would  apply  to  the 
absolute  volumes  of  such  products  ac¬ 
quired  and  not  to  the  percentages  of 
production  from  a  particular  natural 
gas  stream.  Should  available  volumes  of 
allocated  natural  gas  liquid  products 
decline  in  a  particular  plant,  the  sup¬ 
plier  would  remain  obligated  with  respect 
to  its  base  period  volumes  subject  to  an 
allocation  fraction. 

By  this  proposal,  FEA  is  not  attempt¬ 
ing  to  allocate  natural  gas  to  particular 
gas  processing  plants.  Owners  of  natural 
streams  would  remain  free  to  send  such 
streams  where  they  choose,  in  accord¬ 
ance  with  other  applicable  law.  However, 
to  the  extent  allocated  natural  gas  liq¬ 
uid  products  were  extracted  from  a 
stream  in  the  base  period,  there  remains 
an  obligation  to  provide  to  the  original 
processor  or  purchaser  at  the  processing 
plant  equivalent  volumes  of  allocated 
natural  gas  liquid  products  which  were 
acquired  during  the  base  period  for  the 
duration  of  the  Mandatory  Petroleum 
Allocation  Program. 

G.  Method  of  Allocation  (§  211.86) 

As  currently  set  forth  in  88  211.86  and 
211.96,  the  allocation  of  allocated  natural 
gas  liquid  products  under  proposed 
8  211.86  would  continue  to  be  as  speci¬ 
fied  in  §  211.10  except  where  otherwise 
provided  and  except  with  respect  to  the 
allocation  of  such  products  for  SNG 
feedstock  use  as  governed  by  §  211.29. 
Adjustments  to  a  wholesale  purchaser’s 
base  period  volume  specified  in  §  211.13 
would  continue  to  apply,  as  would  those 
set  forth  in  88  211.84  and  211.85.  New 
wholesale  purchasers  and  end-users 
would  be  subject  to  the  requirements  of 
8  211.12,  including  their  mutual  arrange¬ 
ments  under  8  211.12(e)(1)  for  supplies 
of  butane,  which  would  no  longer  need 
PEA  approval  (as  currently  required  in 
8  211.96(b) ) .  Also,  as  currently  provided 
for  propane,  each  supplier  or  producer 
which  sells  allocated  natural  gas  liquid 
products  to  a  wholesale  purchaser-con¬ 
sumer.  end-user,  or  dispensing  station 
would  determine  the  base  period  volume 
of  those  purchasers  but  would  not  be 
required  to  report  that  determination 
to  such  purchasers  except  on  written 
request  by  a  purchaser.  The  state  set- 
aside  for  propane  would  also  be  con¬ 
tinued  at  the  three  (3)  percent  level,  but 
there  would  be  separate  set  asides  for 
commercial  propane  and  propane  HD-5. 
Dispensing  stations  which  sell  or  fill  only 
bottled  propane  or  butane  to  end-users 
would  continue  to  be  entitled  to  receive 
a  volume  of  propane  or  butane  equal  to 
one  hundred  (100)  percent  of  the  volume 
necessary  to  supply  the  current  require¬ 
ments  of  all  end-users  purchasing  from 
them,  without  being  subject  to  an  alloca¬ 
tion  fraction. 
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The  proposed  subpart  would  not  per¬ 
mit  suppliers  to  calculate  separate  allo¬ 
cation  fractions  for  separate  distribu¬ 
tion  systems  without  FEA  action  as  is 
currently  allowed  in  §§  211.86(f)  and 
211.96«d).  Suppliers  wishing  to  establish 
multiple  allocation  fractions  would  be 
subject  to  the  provisions  of  §  211.14, 
which  require  FEA  approval. 

The  abbreviated  version  of  the  pro¬ 
ducer  rule  in  proposed  §  211.86(d)  would 
be  directed  solely  at  preventing  upward 
certification  by  producers  to  their  sup¬ 
pliers  which  are  producers  of  excessive 
amounts  of  product  for  purchasers 
whose  allocation  level  is  one  hundred 
percent  of  current  requirements.  FEA 
is  proposing  in  this  regard  that  produc¬ 
ers  allocate  their  total  supply  in  ac¬ 
cordance  with  8  211.10,  except  that,  if 
a  producer  is  the  base  period  supplier  to 
wholesale  purchaser-resellers  which 
would  have  certified  amounts  of  propane 
to  be  for  ultimate  use  under  an  alloca¬ 
tion  level  of  one  hundred  percent  of 
current  requirements  whether  or  not 
subject  to  an  allocation  fraction,  that 
producer  would  not  be  allowed  to  recer¬ 
tify  such  amounts  to  any  other  producer 
which  would  be  its  base  period  supplier. 
This  provision  basically  already  exists 
as  part  of  the  current  8  211.86(d). 

In  proposed  8  211.86(e),  FEA  is  pro¬ 
posing  a  new  inventory  accumulation 
rule  for  allocated  natural  gas  liquid 
products.  Except  as  provided,  producers, 
suppliers,  wholesale  purchasers  and  end- 
users  could  accumulate  allocated  natural 
gas  liquid  products  in  inventory  in  quan¬ 
tities  which  are  normal  and  reasonable 
for  seasonal  usage  in  accordance  with 
their  normal  business  practices.  Unless 
authorized  by  the  FEA,  gas  utilities,  gas 
transmission  companies,  and  synthetic 
natural  gas  plants  could  not  accumulate 
allocated  natural  gas  liquid  products  in 
inventory  in  excess  of  one  hundred  (100) 
percent  of  the  sum  total  of  their  base 
period  uses  for  the  four  base  period 
quarters.  Currently,  such  accumulation 
is  permitted  up  to  one  hundred  twenty 
(120)  percent  of  their  allocation  entitle¬ 
ment,  which  is  on  the  basis  of  a  calendar 
quarter. 

Additionally,  unless  authorized  by 
FEA,  industrial  users  (for  uses  other 
than  process  fuel  and  plant  protection 
fuel)  of  propane  (including  the  propane 
content  of  fractionated  natural  gas 
liquid  mixtures),  commercial  B-P  mix¬ 
ture  and  unfractionated  natural  gas 
liquid  mixtures  could  accumulate  such 
products  in  inventory  only  up  to  an 
amount  equal  to  one  hundred  (100)  per¬ 
cent  of  the  sum  total  of  their  base  period 
uses  for  all  Industrial  uses  of  each  such 
product  for  the  four  base  period  quarters. 
For  process  fuel  and  plant  protection 
fuel  use,  the  100  percent  limitation  would 
not  be  applicable.  For  these  uses,  the 
general  limitation  on  Inventory  being 
normal  and  reasonable  for  seasonable 
usage  would  apply.  Similarly,  allocated 
natural  gas  liquid  products  imported 
other  than  from  Canada  for  Industrial 
use  under  8  211.88  would  not  be  subject 
to  the  100  percent  inventory  accumula¬ 
tion  limitation. 
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If  a  firm  controls  greater  than  the 
above  mentioned  inventories  of  allocated 
natural  gas  liquid  products,  just  as  cur¬ 
rently  provided,  it  could  not  acquire  or 
accept  an  allocation  of  such  products 
from  a  supplier  or  producer  until  its 
inventories  are  reduced  to  conform  to 
the  limitations. 

Upon  application.  FEA  would  have  the 
authority  to  waive  the  restrictions  on  in¬ 
ventory  accumulation  FEA  recognizee 
that  pressure  on  the  distribution  system 
for  allocated  natural  gas  liquid  prod¬ 
ucts,  especially  for  propane,  during 
periods  of  peak  demand  could  be  alle¬ 
viated  if  such  products  were  placed  dur¬ 
ing  non-peak  months  in  storage  facilities 
near  the  points  of  use.  FEA  intends, 
therefore,  to  permit  the  accumulation  of 
inventory  in  excess  of  the  limitation  by 
firms  with  on-site  storage  capability. 

H.  Special  Limitations  (§211.87) 

The  limitations  on  propane  and  bu¬ 
tane  currently  contained  in  §  211.10(g) 
(8)  would  be  removed  from  that  section, 
and  placed  in  proposed  §  211.87.  Unless 
otherwise  authorized  by  the  FEA  upon 
application  pursuant  to  Subpart  G  of 
Part  205,  the  limitations  on  industrial 
use,  refinery  fuel  use,  and  gas  utility  or 
gas  transmission  company  use  would  ap¬ 
ply  to  the  acquisition  and  use  of  allo¬ 
cated  natural  gas  liquid  products  during 
each  twelve  month  period  commencing 
October  1  and  ending  September  30  ol 
the  following  year.  By  having  the  use 
limitations  based  on  a  twelve  month  pe¬ 
riod  commencing  October  1  rather  than 
on  individual  calendar  quarters,  greater 
flexibility  will  be  accorded  users  which 
need  to  use  volumes  of  product  to  meet 
heavy  seasonal  demand.  However,  such 
users  would  remain  subject  to  the  vol¬ 
umetric  use  limitation  for  the  entire 
twelve  month  period.  Of  course,  if  sup¬ 
plies  of  allocated  natural  gas  were  to 
become  low,  at  any  time  FEA  could  re¬ 
direct  surplus  product  or  take  other 
actions  as  necessary  pursuant  to  subpart 
A  of  Part  211. 

1.  INDUSTRIAL  USE 

As  to  the  specific  limitations  proposed 
in  new  §  211.87,  for  all  industrial  use  (in¬ 
cluding  petrochemical  feedstock  use  and 
gasoline  blending  and  manufacturing 
use),  except  for  process  fuel  use,  plant 
protection  fuel  use,  refinery  fuel  use  as 
specifically  provided  for,  and  industrial 
uses  accorded  an  allocation  level  of  100 
percent  of  current  requirements,  no  sup¬ 
plier  could  supply  and  no  end-user  or 
wholesale  purchaser-consumer  could  ac¬ 
cept  or  use  quantities  of  propane  (includ¬ 
ing  the  propane  content  of  fractionated 
natural  gas  liquids  and  refinery  gas), 
commercial  B-P  mixture,  or  unfraction¬ 
ated  natural  gas  liquid  mixtures  in  ex¬ 
cess  of  one  hundred  (100)  percent  of  the 
sum  of  the  base  period  use  for  the  four 
base  period  quarters,  except  as  provided 
for  non-Canadian  Imports  or  except  for 
the  purpose  of  increasing  Inventories  for 
such  industrial  uses  to  permissible  levels. 

As  distinct  from  the  current  use  limi¬ 
tation,  FEA  would  exempt  process  fuel 
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and  plant  protection  fuel  use  of  all  allo¬ 
cated  natural  gas  liquid  products  from 
the  industrial  use  limitation,  as  well  as 
all  industrial  uses  of  butane.  FEA  beieves 
that  process  fuel  use  and  plant  protec¬ 
tion  fuel  uses  are  priority  uses  and  firms 
should  not  be  precluded  from  acquiring 
domestic  surplus  propane  for  such  uses. 
With  regard  to  industrial  users  of  bu¬ 
tane,  FEA  believes  that  inasmuch  as  no 
large  residential  sector  exists  for  butane 
which  would  have  to  be  protected,  in¬ 
dustrial  users  of  butane  should  be  able 
to  compete  for  available  surplus  product. 

2  REFINERY  FUEL  USE 

In  §  211.87,  FEA  also  proposes  to  con¬ 
tinue  the  limitation  on  refinery  fuel  use 
and  proposes  that  no  supplier  supply 
and  no  end-user  or  wholesale  purchaser- 
consumer  could  accept  or  use  quantities 
of  allocated  natural  gas  liquid  products 
for  refinery  fuel  (excluding  the  propane 
and  butane  content  of  refinery  gas)  in 
excess  of  one  hundred  (100)  percent  of 
the  sum  of  the  base  period  use  for  the 
four  base  period  quarters,  except  with 
respect  to  non-Canadian  imports  or  ex¬ 
cept  for  the  purpose  of  increasing  inven¬ 
tories  for  such  use  to  permissible  levels. 

FEA  intends  in  the  future  to  deal  with 
other  issues  related  to  refinery  fuel  use  of 
allocated  natural  gas  liquid  products. 
For  the  present,  FEA  will  let  stand  the 
“Statement  of  Policy  Regarding  Use  of 
Propane  and  Butane  for  Refinery  Fuel” 
which  currently  follows  §  211.10(g).  The 
problems  discussed  therein  still  remain 
and  FEA  remains  aware  of  them. 

3.  GAS  UTILITY  OR  GAS  TRANSMISSION 
COMPANY  USE 

For  gas  utility  use  or  gas  transmission 
company  use,  under  proposed  §  211.87(a) 
(3)  (i)  no  supplier  could  supply  and  no 
end-user  or  wholesale  purchaser-con¬ 
sumer  could  accept  or  use  quantities  of 
alocated  natural  gas  liquid  products  (in¬ 
cluding  the  propane  and  butane  content 
of  refinery  gas)  in  excess  of  one  hundred 
(100)  percent  of  the  sum  of  the  base  pe¬ 
riod  use  for  the  four  base  period  quarters, 
except  for  the  purpose  of  increasing  in¬ 
ventories  for  such  uses  to  permissible 
levels. 

Additionally,  as  modified  from  the 
limitation  currently  contained  in  §211.- 
83(c)(2)  (v),  FEA  is  proposing  in  §211.- 
87(a)  (3)  (ii)  that  no  wholesale  pur- 
chaser-consumer  could  use  any  quanti¬ 
ties  of  an  allocated  natural  gas  liquid 
product  for  gas  utility  use  or  gas  trans¬ 
mission  company  use  as  long  as  gas  serv¬ 
ice  would  be  continued  to  industrial  or 
commercial  customers  which  have  an 
alternate  fuel  capability  in  place  which 
uses  a  fuel  other  than  allocated  natural 
gas  liquid  products  or  natural  gas  and 
can  be  operated  on  a  continuing  basis. 

Currently,  the  use  limitation  prohibits 
propane  or  butane  from  being  used  for 
peak  shaving  whenever  gas  utilities  con¬ 
tinue  service  to  “interruptible”  industrial 
customers  (other  than  for  process  fuel, 
plant  protection  fuel,  or  raw  material) 
or  to  any  non-residential  customer  which 
can  use  a  fuel  other  than  natural  gas, 
propane  or  butane.  FEA  believes  that 


such  a  use  limitation  should  properly 
be  directed  at  customers  with  installed 
alternate  fuel  capability  rather  than 
those  with  interruptible  contracts  which 
in  some  cases  (such  as  hospitals,  which 
may  have  entered  into  interruptible  con¬ 
tracts  to  take  advantage  of  lower  rates) 
may  be  priority  customers.  This  limita¬ 
tion  would  apply  to  all  gas  utility  users 
of  allocated  natural  gas  liquid  products 
including  historical  users,  and  thus  is 
different  in  scope  from  the  general  limi¬ 
tation  of  proposed  §  211.87(a)  (3)  (i) 
which  is  applicable  to  all  gas  utility  use 
in  excess  of  historical  levels. 

4.  SYNTHETIC  NATURAL  GAS  FEEDSTOCK  OR 
ENRICHMENT  USE 

Paragraph  (b)  of  proposed  §  211.87 
would  contain  the  use  limitation  on  syn¬ 
thetic  natural  gas  use  currently  con¬ 
tained  in  §  211.10(g)  (8) .  It  would  pro¬ 
vide  that  unless  otherwise  authorized  by 
FEA  upon  application  pursuant  to  sub¬ 
part  G  of  part  205,  for  synthetic  natural 
gas  feedstock  use  or  synthetic  natural 
gas  enrichment  use,  no  supplier  could 
supply  and  no  end-user  or  wholesale  pur- 
chaser-consumer  could  accept  or  use 
quantities  of  allocated  natural  gas  liquid 
products  (including  the  propane  and  bu¬ 
tane  content  of  refinery  gas)  in  excess  of 
one  hundred  (100)  percent  of  the  base 
period  use  for  a  base  period  quarter,  ex¬ 
cept  for  the  purpose  of  increasing  inven¬ 
tories  for  such  uses  to  the  levels  allowed 
under  §  211.86(e), 

The  use  limitation  for  users  of  these 
products  for  SNG  feedstock  is  more  re¬ 
strictive  than  the  proposed  use  limita¬ 
tion  for  industrial  or  gas  utility  users. 
The  current  use  limitation  permits  FEA 
to  exercise  control  over  SNG  feedstock 
use  during  each  calendar  quarter.  To 
assist  FEA’s  SNG  task  force,  which  is 
currently  reevaluating  FEA’s  policy  with 
regard  to  the  allocation  of  SNG  feed¬ 
stocks,  FEA  solicits  comments  as  to 
whether  the  use  limitation  for  SNG  feed¬ 
stocks  should  equal  the  sum  of  the  base 
period  use  for  the  four  base  period 
quarters,  rather  than  having  separate 
limitations  for  each  quarter. 

I.  Importers  of  Allocated  Natural  Gas 
Liquid  Products  (§211.88) 

In  an  effort  to  consolidate  as  many 
of  the  regulations  pertaining  to  allo¬ 
cated  natural  gas  liquid  products  as  pos¬ 
sible,  the  regulations  pertaining  to  non- 
Canadian  imported  propane  and  butane 
currently  contained  in  §  211.12(g)  would 
be  moved,  in  their  amended  form,  to 
proposed  §  211.88.  Proposed  §  211.88 
would  apply  to  all  importers  of  allocated 
natural  gas  liquid  products  (other  than 
from  Canada) .  It  separately  places  pro¬ 
visions  relating  to  end  user  and  whole¬ 
sale  purchaser-consumer  importers  into 
paragraph  (b)  and  provisions  for  sup¬ 
plier  importers  into  paragraph  (c). 
Basically  it  sets  forth  the  method  of 
allocation  for  non-Canadian  imports  and 
imposes  restrictions  on  imports  for  in¬ 
dustrial  use,  gas  utility  and  gas  trans¬ 
mission  company  use  of  allocated  na¬ 
tural  gas  liquid  products. 

Briefly,  FEA  believes  that  non-Cana¬ 
dian  Imports  of  allocated  natural  gas 


liquid  products  should  be  available  to  In¬ 
dustrial  users  of  such  products  without 
regard  to  the  use  limitation  set  forth  in 
proposed  §  211.87.  Such  imports  should 
also  be  available  in  certain  cases,  with 
FEA  approval,  to  gas  utilities  or  gas 
transmission  companies.  For  all  these 
classes  of  users,  FEA  believes  the  costs 
of  such  imports  in  excess  of  historical 
use  levels  should  be  fully  borne  by  the 
user.  In  this  manner,  other  segments  of 
the  allocated  natural  gas  liquid  product 
market,  such  as  direct  residential  users 
of  propane,  would  not  have  to  share  in 
such  costs.  Concomitantly,  industrial  and 
gas  utility  (as  permitted  by  FEA)  users 
which  desire  such  products  would  be 
able  to  make  the  business  judgment 
whether  to  purchase  such  imports.  The 
necessary  conforming  amendments  to 
the  Mandatory  Petroleum  Price  Regula¬ 
tions  are  also  being  proposed  herein. 

Paragraph  (b)  of  proposed  paragraph 
§  211.88  provides  that  except  for  gas 
utility  and  gas  transmission  company 
users,  end  users  and  wholesale  pur¬ 
chaser-consumers  of  allocated  natural 
gas  liquid  products  could  import  (other 
than  from  Canada)  such  products  for 
their  own  use. 

Paragraph  (b)  then  provides  that 
wholesale  purchaser-consumers  and 
end-users  could  acquire  and  use  allo¬ 
cated  natural  gas  liquid  products  im¬ 
ported  other  than  fjom  Canada  for  in¬ 
dustrial  use  (including  petrochemical 
feedstock  use  and  refinery  fuel  use) 
without  regard  to  the  limitations  im¬ 
posed  by  proposed  §  211.86(e)  and 
§  211.87,  but  would  be  subject  to  the  pro¬ 
visions  of  §  211.88(c)  in  purchasing  im¬ 
ports  of  such  products  from  domestic 
suppliers. 

Proposed  paragraph  (b),  continuing 
the  provision  currently  contained  in 
§  211.12(g),  also  provides  that  acquisi¬ 
tion  of  imports  of  allocated  natural  gas 
liquid  products  other  than  from  Canada 
for  industrial  use  (including  petrochem¬ 
ical  feedstock  use  and  refinery  fuel  use) 
would  not  affect  a  firm’s  allocation  en¬ 
titlements  unless  FEA  would  determine 
that  such  imports  would  be  inconsistent 
with  the  objectives  of  the  EPAA.  Also  as 
currently  provided,  end-users  and  whole¬ 
sale  purchaser-consumers  importing  al¬ 
located  natural  gas  liquid  products  pur¬ 
suant  to  proposed  §  211.88  would  not  be 
considered  by  reason  thereof  to  be  prime 
suppliers  or  producers  of  allocated  natu¬ 
ral  gas  liquid  products. 

As  to  gas  utilities  and  gas  transmis¬ 
sion  companies,  paragraph  (b)  would 
also  explicitly  provide  that  imports  of 
allocated  natural  gas  liquid  products  for 
gas  utility  use  and  gas  transmission  com¬ 
pany  use  would  be  subject  to  the  limita¬ 
tions  set  forth  in  proposed  §  211.87  and 
could  not  be  acquired  in  excess  of  those 
limitations  unless  expressly  waived  by 
FEA.  Further,  an  authorized  purchase 
by  a  wholesale  purchaser-consumer  from 
a  domestic  supplier  of  imported  allocated 
natural  gas  liquid  products  for  gas  utili¬ 
ty  or  gas  transmission  company  use 
would  be  subject  to  the  requirements  of 
§  211.88(c). 

Suppliers  could  acquire  allocated  natu¬ 
ral  gas  liquid  products  imported  other 
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than  from  Canada  for  distribution  to 
end-users  and  wholesale  purchasers  only 
in  accordance  with  paragraph  (c)  of  pro¬ 
posed  §  211.88.  Under  paragraph  (c) ,  any 
supplier  of  allocated  natural  gas  liquid 
products  which  would  have  an  allocation 
fraction  less  than  one  (1.0)  for  a  calen¬ 
dar  quarter  corresponding  to  a  base  pe¬ 
riod  could  import  (or  acquire  from  sup¬ 
pliers  which  have  so  imported)  such 
products  other  than  from  Canada  for 
the  purpose  of  achieving  an  allocation 
f radical  of  1.0  during  the  calendar  quar¬ 
ter.  Imports  used  to  achieve  an  alloca¬ 
tion  fraction  of  1.0  would  be  allocated  in 
accordance  with  the  provisions  of 
S  211.10.  However,  FEA  could  in  individ¬ 
ual  situations  require  separate  inventory 
records  to  be  maintained  for  such  im¬ 
ports  sold  for  gas  utility  or  gas  transmis¬ 
sion  company  use  to  new  wholesale  pur¬ 
chaser-consumers  which  would  establish 
a  base  period  use  subsequent  to  October 
1,  1977,  or  to  existing  wholesale  pur¬ 
chaser-consumers  with  respect  to  up¬ 
ward  adjustments  to  their  base  period 
use  received  after  that  date. 

Any  supplier  of  allocated  natural  gas 
liquid  products  which  would  achieve  an 
allocation  fraction  of  1.0  or  greater  for 
a  calender  quarter  could  import  (or  ac¬ 
quire  from  suppliers  which  have  so  im¬ 
ported)  such  products  other  than  from 
Canada  to  increase  further  its  alloca¬ 
tion  fraction  above  1.0  and  would  also 
distribute  such  imports  in  accordance 
with  the  provisions  of  $  211.10,  except 
that  distribution  of  such  products  for 
industrial,  gas  utility,  or  gas  transmis¬ 
sion  company  use  would  be  in  accord¬ 
ance  with  further  restrictions  of  para¬ 
graph  (c). 

The  proposal  contains  a  new  require¬ 
ment  that  all  non-Canadian  imported 
surplus  allocated  natural  gas  liquid  prod¬ 
uct  distributed  for  all  industrial,  gas  util¬ 
ity  or  gas  transmission  company  uses 
would  have  to  be  accounted  for  by  sep¬ 
arate  inventory  records  and  would  be 
subject  to  separate  cost  computation  re¬ 
quirements  as  described  herein.  Specifi¬ 
cally,  suppliers  with  an  allocation  frac¬ 
tion  of  one  (1.0)  or  greater  could  import 
(or  acquire  from  suppliers  which  have 
so  imported)  allocated  natural  gas  liquid 
products  other  than  from  Canada  for 
distribution  to  wholesale  purchaser-con¬ 
sumers  and  end-users  which  would  cer¬ 
tify  in  writing  that  they  would  use  such 
imported  products  for  industrial  (includ¬ 
ing  petrochemical  feedstock  or  refinery 
fuel),  gas  utility,  or  gas  transmission 
company  use  or  for  distribution  to  any 
wholesale  purchaser -reseller  which 
would  certify  it  would  distribute  such 
products  for  such  uses.  A  mandatory  cer¬ 
tification  requirement  is  also  included 
requiring  all  wholesale  purchaser-con¬ 
sumers  and  end  users  which  purchase 
non-Canadian  imported  allocated  nat¬ 
ural  gas  liquid  products  for  industrial, 
gas  utility  and  gas  transmission  company 
uses  and  all  wholesale  purchaser-resel¬ 
lers  which  purchase  such  products  for 
distribution  for  such  uses  to  certify  in 
writing  to  the  suppliers  of  such  products 
the  intended  end  use  of  such  products. 

All  suppliers  receiving  such  certifica¬ 
tions  would  have  to  maintain  inventory 
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records  for  such  allocated  natural  gas  li¬ 
quid  products  separate  from  their  inven¬ 
tory  records  for  allocated  natural  gas 
liquid  products  distributed  under  the 
provisions  of  5  211.10.  Suppliers  which 
do  not  receive  such  certifications  would 
also  be  required  to  determine  to  the  max¬ 
imum  extent  practicable  whether  their 
non -Canadian  imported  allocated,  nat¬ 
ural  gas  liquid  products  would  be  distri¬ 
buted  for  industrial,  gas  utility  or  gas 
transmission  company  use.  To  the  extent 
their  products  were  intended  to  be  so 
distributed,  separate  inventory  records 
would  also  have  to  be  maintained. 

As  currently  provided  in  5  211.12(g), 
in  any  situation,  should  circumstances 
warrant,  FEA  could  require  that  im¬ 
ported  allocated  natural  gas  liquid  prod¬ 
ucts  other  than  from  Canada  obtained 
by  a  firm  pursuant  to  proposed  para¬ 
graph  211.88  (c)  be  allocated  to  other 
wholesale  purchasers,  end-users,  produc¬ 
ers  or  suppliers,  in  accordance  with  the 
provisions  of  §  211.14. 

J.  Proposed  Pricing  Amendments 

FEA  is  proposing  amendments  to  Sub¬ 
parts  E  and  F  of  part  212  to  incorporate 
the  requirements  of  proposed  §  211.88 
pertaining  to  imported  allocated  natural 
gas  liquid  products  into  the  special  price 
rules  relating  to  imported  propane  and 
butane  currently  contained  in  $  211.83 
(h)  (2)  (iii)  and  5  212.93(f)(2).  Corre¬ 
sponding  changes  to  sub  part  K  are  being 
proposed  separately  from  the  proposed 
general  amendments  to  subpart  K  of 
part  212  issued  on  June  3,  1977  (42  FR 
29490,  June  9,  1977).  The  purpose  of 
these  amendments  is  to  separate  the  C06t 
computation  for  non-Canadian  imported 
allocated  natural  gas  liquid  products 
utilized  by  industrial,  gas  utility  or  gas 
transmission  company  users  so  as  to  in¬ 
sulate  and  protect  other  historical  users 
of  such  products  from  the  higher  costs 
generally  associated  w-ith  such  imports. 
FEA  realizes  that  there  may  be  differ¬ 
ences  in  treatment  between  the  alloca¬ 
tion  amendments  being  proposed  herein 
and  the  amendments  proposed  on  June 
3.  Upon  final  adoption  of  these  amend¬ 
ments,  FEA  expects  to  resolve  possible 
inconsistencies. 

In  5  212.83(h)  (2)  (iii),  currently  it  Is 
optional  for  refiners  to  apply  unequal 
amounts  of  increased  costs  to  the  weight¬ 
ed  average  May  15,  1973  selling  prices  of 
any  imported  propane  or  butane  other 
than  from  Canada  designated  for  indus¬ 
trial  use  pursuant  to  the  present  5  211.12 
(g)  (2)  (ii)  if  such  imported  propane  or 
butane  other  than  from  Canada  is  main¬ 
tained  in  a  separate  inventory  or  inven¬ 
tories  and  never  commingled  with  other 
inventories  of  propane  or  butane.  Under 
the  proposed  change  to  5  212.83<h)  (2) 
(ill) ,  a  refiner  would  be  required  to  apply 
amounts  of  increased  costs  unequally  to 
the  weighted  average  May  15, 1973  selling 
prices  of  any  imported  propane,  butane, 
natural  gasoline  or  natural  gas  liquids 
other  than  from  Canada,  if  separate  in¬ 
ventory  record's  for  such  products  are 
kept  as  would  be  required  pursuant  to 
proposed  5  211.88(c).  No  longer  wrould 
there  be  a  requirement  that  there  could 
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not  be  a  physical  commingling  of  such 
products. 

The  current  §  212.93(f)(2)  pertaining 
to  resellers  of  non-Canadian  imported 
propane  and  butane  for  industrial  use 
would  be  extended  to  all  non-Canadian 
imported  propane,  butane,  natural  gaso¬ 
line  or  natural  gas  liquids  designated  for 
industrial,  gas  utility  or  gas  transmission 
company  use.  Proposed  5212.93(f)  (2) 
provides  that  any  seller  of  imported  pro¬ 
pane,  butane,  natural  gasoline  or  natural 
gas  liquids  other  than  from  Canada 
would  determine  the  price  permitted  to 
be  charged  for  such  products  pursuant 
to  paragraph  (a)  of  f  212.93  by  calculat¬ 
ing  increased  product  costs  as  follows: 

With  respect  to  the  Imported  propane,  bu¬ 
tane,  natural  gasoline  and  natural  gas  liquids 
for  which  separate  inventory  records  are  re¬ 
quired  to  be  maintained  pursuant  to  $211.88 
(c),  for  each  such  separate  inventory  the 
seller  would  make  a  separate  calculation  of 
increased  product  costs  as  defined  in  $  212  92 
to  be  used  In  determining  its  selling  price  for 
such  products  pursuant  to  paragraphs  (a) 
and  (b)  of  $  212.93,  with  the  selling  prices 
for  propane  Included  In  such  products  not, 
however,  subject  to  paragraph  (f)(1)  of 
$  212.93. 

With  respect  to  quantities  of  Im¬ 
ported  propane,  butane,  natural  gasoline  and 
natural  gas  liquids  for  which  a  separate  in¬ 
ventory  record  would  not  be  required  to  be 
maintained  pursuant  to  $  211.88(c),  the 
seller  would  add  the  cost  of  such  quantities 
to  the  cost  of  all  other  quantities  of  the  same 
product  for  which  separate  Inventory  records 
would  not  be  maintained  pursuant  to  $  21 1.88 
(c),  In  making  a  separate  calculation  of  In¬ 
creased  product  costs  as  defined  in  $  212  92 
to  be  used  In  determining  Its  selling  price  for 
all  sales  of  products  other  than  those  main¬ 
tained  In  a  separate  inventory  pursuant  to 
{  211.88(c),  subject  to  all  other  provisions  of 
$  212.93,  Including  paragraph  (f)(1). 

In  subpart  K  or  part  212,  a  new  para¬ 
graph  (g)  would  be  added  to  correspond 
to  the  proposed  changes  to  subparts  E 
and  F  for  refiners  and  resellers.  Under 
proposed  paragraph  (g),  separate  cal¬ 
culations  of  increased  costs  would  be  re¬ 
quired  for  each  volume  of  non-Canadian 
imported  propane,  butane,  natural  gaso¬ 
line  or  natural  gas  liquids  which  are  sub¬ 
ject  to  subpart  K  and  for  which  separate 
inventory  records  would  be  required  un¬ 
der  §  211.88(c). 

Increased  costs  so  calculated  in  each 
of  subparts  E,  F,  and  K  would  not  be 
available  for  recovery  in  the  prices 
charged  for  other  propane,  butane,  nat¬ 
ural  gasoline  or  natural  gas  liquids. 

K.  Procedures  and  Reporting 
Requirements  (5  211.89) 

Reporting  requirements  and  filing  pro¬ 
cedures  which  currently  are  contained  in 
5  211.88  would  be  included  in  proposed 
5  211.89. 

L.  Proposed  Subpart  A  Amendments 

As  already  stated  in  earlier  portions  of 
this  preamble,  FEA  is  proposing  amend¬ 
ments  to  Subpart  A  to  part  211  to  con¬ 
form  that  subpart  to  proposed  Subpart 
D,  and  a  number  of  other  amendments 
to  provide  more  flexibility  to  users  and 
suppliers  of  allocated  natural  gas  liquid 
products.  The  substantive  changes  are 
briefly  described  here. 


FEDERAL  REGISTER,  VOL  42,  NO.  157— MONDAY,  AUGUST  15,  1977 


41250 


PROPOSED  RULES 


PEA  is  proposing  to  amend  I  211.10(g) 
(5)  to  allow  a  freer  flow  of  surplus  allo¬ 
cated  natural  gas  liquid  products  during 
times  when  it  is  not  necessary  to  redirect 
surplus.  Specifically  with  respect  to  the 
distribution  of  surplus  allocated  natural 
gas  liquid  products,  suppliers  which  dis¬ 
tribute  such  product  pursuant  to  §  211.- 
10(g),  unless  otherwise  notified  by  FEA, 
may  distribute  such  product  upon  sub¬ 
mission  by  certified  mail  of  the  notifica¬ 
tion  required  under  subparagraph  (3) 
of  §  211.10(g)  without  waiting  ten  (10) 
days  for  a  subsequent  FEA  notification. 

If  FEA  were  to  determine  that  a  short¬ 
age  or  other  situation  exists  whereby  it 
could  be  necessary  to  redirect  surplus  al¬ 
located  natural  gas  liquid  products,  FEA 
may  by  Federal  Register  notice  notify 
all  suppliers  that  the  ten  day  waiting  pe¬ 
riod  would  be  reinstated.  The  Federal 
Register  notice  would  be  deemed  suffi¬ 
cient  by  FEA  to  serve  notice  upon  all 
suppliers  of  the  requirement  to  retain 
the  surplus  until  released  by  FEA  or  un¬ 
til  the  ten  days  would  expire. 

Section  211.10(g)  (8)  would  no  longer 
contain  the  special  limitations  on  pro¬ 
pane  and  butane  which  would  be  moved 
to  proposed  §  211.87.  Section  211.12  would 
be  amended  in  paragraph  (g)  by  remov¬ 
ing  from  it  the  specific  regulations  deal¬ 
ing  with  imported  propane  and  butane, 
which  would  be  moved  to  proposed 
§  211.88.  Section  211.13  would  be  amend¬ 
ed  to  account  for  the  new  adjustments 
which  would  be  provided  in  §  211.84  and 
§  211.85.  The  definitions  in  section  211.51 
would  be  amended  as  previously  dis¬ 
cussed. 

Section  211.25  would  be  amended  in 
paragraph  (c)  to  permit  borrow-payback 
of  future  allocations  of  allocated  natural 
gas  liquid  products  within  total  alloca¬ 
tions  for  any  twelve  month  period  be¬ 
ginning  October  1  and  ending  Septem¬ 
ber  30  of  the  following  year.  The  twelve 
month  period  for  such  transactions  re¬ 
lating  to  allocated  natural  gas  liquid 
products  is  being  changed  from  a  calen¬ 
dar  year  basis  to  allow  borrowing  during 
the  entire  winter  season  of  heavy  tem¬ 
perature-related  demand  with  paybacks 
in  the  following  summer  when  demand 
should  be  slackened. 

Finally,  10  CFR  205.13  would  be 
amended  to  (1)  remove  the  requirement 
that  all  matters  pertaining  to  the  allo¬ 
cation  of  butane  and  natural  gasoline  be 
handled  by  the  FEA  National  Office 
rather  than  a  Regional  Office  and  (2) 
reflect  that  requests  pertaining  to  pric¬ 
ing  of  propane,  as  well  as  butane  and 
natural  gasoline  will  be  handled  by  FEA’s 
National  Office. 

M.  Comment  Procedure 

1.  WRITTEN  COMMENTS 

Interested  persons  are  invited  to  sub¬ 
mit  written  comments  with  respect  to 
the  proposed  regulations  to  Executive 
Communications,  FEA.  Room  3317.  Fed¬ 
eral  Building,  12th  and  Pennsylvania 
Avenue  NW.,  Washington,  D  C.  20461, 
Box  Number  NL.  Comments  should  be 
identified  on  the  outside  of  the  envelope 
and  on  the  documents  submitted  to  FEA 
with  the  designation  “Comments  on  Pro¬ 


posed  Allocated  Natural  Gas  Liquid  Prod¬ 
ucts  Regulations.”  Fifteen  (15)  copies 
should  be  submitted.  All  comments  and 
related  Information  should  be  received 
by  FEA  by  September  8,  1977,  in  order  to 
ensure  consideration. 

Any  information  or  data  considered  by 
the  person  furnishing  it  to  be  confiden¬ 
tial  must  be  so  identified  and  submitted 
in  writing,  one  copy  only,  in  accordance 
with  the  procedures  set  forth  in  10  CFR 
205.9(f).  Any  material  not  accompanied 
by  a  statement  of  confidentiality  will 
be  considered  to  be  non-confidential. 
FEA  reserves  the  right  to  determine  the 
confidential  status  of  the  information  or 
data  and  to  treat  it  according  to  its  de¬ 
termination. 

2.  PUBLIC  HEARING 

a.  Request  procedures.  A  public  hear¬ 
ing  on  the  proposed  regulations  will  be 
held  at  9:30  a.m.,  e.d.t.,  on  September 
12,  1977,  in  the  Auditorium,  Room  2105, 
2000  M  Street,  N.W.,  Washington,  D.C. 
to  receive  oral  presentations  from  inter¬ 
ested  persons,  and  if  necessary  will  be 
continued  at  the  same  time  at  the  same 
location  on  September  13, 1977. 

Any  person  who  has  an  interest  In 
the  proposed  regulations  or  who  is  a 
representative  of  a  group  or  class  of 
persons  which  has  an  Interest  in  them 
may  make  a  written  request  for  an  op¬ 
portunity  to  make  oral  presentation. 
Such  a  request  should  be  directed  to 
Executive  Communications,  FEA,  Box 
NL,  Room  3317,  Federal  Building.  12th 
and  Pennsylvania  Avenue  NW.,  Wash¬ 
ington,  D.C.  20461,  and  must  be  re¬ 
ceived  before  4:30  p.m.,  e.d.t.  September 
2,  1977.  Such  a  request  may  be  hand- 
delivered  to  Room  3309,  Federal  Build¬ 
ing,  12th  and  Pennsylvania  Avenue  NW, 
Washington,  D.C.,  between  the  hours  of 
8:00  a.m.  and  4:30  p.m„  Monday 
through  Friday.  The  person  making  the 
request  should  be  prepared  to  describe 
the  interest  concerned:  if  appropriate, 
to  state  why  he  or  she  is  a  proper  rep¬ 
resentative  of  a  group  or  class  of  per¬ 
sons  which  has  such  an  interest;  and 
to  give  concise  summary  of  the  pro¬ 
posed  oral  presentation  and  a  phone 
number  where  he  or  she  may  be  reached 
through  September  7,  1977.  Each  per¬ 
son  selected  to  be  heard  will  be  notified 
by  FEA  before  4:30  p.m.,  e.d.t.,  Septem¬ 
ber  7,  1977,  and  must  submit  100  copies 
of  his  or  her  proposed  statement  to  Al¬ 
locations  Regulations  Development  Of¬ 
fice,  FEA,  Room  2214,  2000  M  Street 
NW.,  Washington,  D.C.  20461  before 
4:30  p.m.,  e.d.t.,  on  September  9,  1977. 

b.  Conduct  of  Hearings.  FEA  reserves 
the  right  to  select  the  persons  to  be 
heard  at  this  hearing,  to  schedule  their 
respective  presentations  and  to  establish 
the  procedures  governing  the  conduct 
of  the  hearing.  The  length  of  each 
presentation  may  be  limited,  based  on 
the  number  of  persons  requesting  to  be 
heard.  • 

An  FEA  official  will  be  designated  to 
preside  at  the  hearing.  This  will  not  be 
a  judicial  or  evidentiary-type  hearing. 
Questions  may  be  asked  only  by  those 
conducting  the  hearing,  and  there  will 
be  no  cross  examination  of  persons 


presenting  statements.  At  the  conclusion 
of  all  initial  oral  statements,  each  person 
who  has  made  an  oral  statement  will 
be  given  the  opportunity,  if  she  or  he 
so  desires,  to  make  a  rebuttal  state¬ 
ment.  The  rebuttal  statements  will  be 
given  in  the  order  in  which  the  initial 
statements  were  made  and  will  be  sub¬ 
ject  to  time  limitations. 

Any  in  teres  td  person  may  submit 
questions  to  be  asked  of  any  person 
making  a  statement  at  the  hearing  to 
Executive  Communications,  FEA,  before 
4:30  p.m.,  e.d.t.,  September  8,  1977.  FEA 
will  determine  whether  the  question  is 
relevant,  and  whether  the  time  limita¬ 
tions  permit  it  to  be  presented  for 
answer. 

Any  person  who  makes  an  oral  state¬ 
ment  and  who  wishes  to  ask  a  question 
at  the  hearing  may  submit  the  ques¬ 
tion,  in  writing,  to  the  presiding  officer. 
The  presiding  officer  will  determine 
whether  the  question  is  relevant,  and 
whether  the  time  limitations  permit  it 
to  be  presented  for  answer. 

Any  further  procedural  rules  needed 
for  the  proper  conduct  of  the  hearing 
will  be  announced  by  the  presiding 
officer. 

A  transcript  of  the  hearing  will  be 
made  and  the  entire  record  of  the  hear¬ 
ing,  including  the  transcript,  will  be  re¬ 
tained  by  FEA  and  made  available  for 
inspection  at  the  FEA  Freedom  of  In¬ 
formation  Office,  Room  2107,  Federal 
Building,  12th  and  Pennsylvania  Avenue. 
NW.,  Washington,  D.C.,  between  the 
hours  of  8:00  a.m.  and  4:30  p.m.,  Mon¬ 
day  through  Friday.  Any  person  may 
purchase  a  copy  of  the  transcript  from 
the  reporter. 

As  required  by  section  7(c)(2)  of  the 
Federal  Energy  Administration  Act  of 
1974,  Pub.  L.  93-275,  a  copy  of  this  no¬ 
tice  has  been  submitted  to  the  Adminis¬ 
trator  of  the  Environmental  Protection 
Agency  for  his  comments  concerning  the 
impact  of  this  proposal  on  the  quality  of 
the  environment.  The  Administrator  had 
no  comments. 

In  accordance  with  Executive  Order 
11821  and  OMB  Circular  A-107,  FEA  is 
considering  the  inflationary  impact  of 
this  proposal. 

(Emergency  Petroleum  Allocation  Act  of 
1973,  Pub.  L.  93-159,  as  amended.  Pub.  L.  93- 
511,  Pub.  L.  94-99,  Pub.  L.  94-133,  Pub.  L. 
94-163,  and  Pub.  L.  94-385;  Federal  Energy 
Administration  Act  of  1974,  Pub.  L.  93-275, 
as  amended.  Pub  L.  94-332  and  Pub.  L.  94- 
385;  Energy  Policy  and  Conservation  Act, 
Pub.  L.  94-163,  as  amended,  Pub.  L.  94-385; 
E.O.  11790,  39  FR  23185;  E.O.  11933,  41  FR 
36641.) 

In  consideration  of  the  foregoing, 
parts  205,  211  and  212  of  Chapter  n.  Title 
10  of  the  Code  of  Federal  Regulations, 
are  proposed  to  be  amended  as  set  forth 
below. 


Issued  in  Washington,  D.C.,  August  9, 
1977. 


Eric  J.  Fygi, 
Acting  General  Counsel. 


1.  Section  205.13  is  amended  by  revis¬ 
ing  subparagraph  (3)  of  paragraph  (a) 
to  read  as  follows : 
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§  205.13  Where  to  file. 

(a)  Except  as  otherwise  specifically 
provided  in  other  subparts  of  this  part, 
all  documents  to  be  filed  with  the  FEA 
pursuant  to  this  part  shall  be  filed  with 
the  appropriate  FEA  Regional  Office,  ex¬ 
cept  that  all  documents  shall  be  filed 
with  the  FEA  National  Office  that  relate 
to:  •  •  • 

(3)  The  pricing  of  propane,  butane 
and  natural  gasoline  pursuant  to  Part 
212  of  this  chapter; 

•  •  *  *  * 

2.  Section  211.10  is  amended  by  re¬ 
vising  subparagraph  (1)  of  paragraph 

(b),  by  revising  subparagraph  (1)  of 
paragraph  (g),  by  adding  a  sentence  at 
the  end  of  subparagraph  (5)  of  para¬ 
graph  (g)  and  by  revising  subparagraph 
(8)  of  paragraph  Cg)  to  read  as  follows: 

§  211.10  Supplier's  mediod  of  alloca- 
lion. 

*  •  *  •  * 

(b)  Allocation  fraction.  *  •  * 

(1)  Allocable  supply.  Each  supplier's 
allocable  supply  of  an  allocated  product 
for  a  period  which  corresponds  to  a  base 
period  shall  be  equal  to  its  total  supply 
for  that  period,  which  is  the  sum  of  its 
estimated  production,  including  amounts 
received  under  processing  and  exchange 
agreements,  imports  (except  to  the  ex¬ 
tent  imports  are  excluded  pursuant  to 
§211.88),  purchases  and  any  reduction 
in  inventory  of  that  allocated  product 
made  pursuant  to  §  211.22  except  as 
otherwise  ordered  by  FEA;  less  (i)  any 
amounts  designated  as  a  state  set-aside 
for  a  prime  supplier  pursuant  to  §  211.17, 
(ii)  any  amounts  of  allocation  require¬ 
ments  supplied  directly  to  end-users  or 
wholesale  purchaser -consumers  under 
an  allocation  level  not  subject  to  an  allo¬ 
cation  fraction,  (iii)  any  amounts  sup¬ 
plied  to  wholesale  purchaser-resellers 
which  have  certified  these  amounts  to 
be  for  ultimate  use  under  an  allocation 
level  not  subject  to  an  allocation  frac¬ 
tion,  (iv)  any  amounts  supplied  to  cus¬ 
tomers  through  exchange  agreements. 
Any  existing  inventory,  production,  im¬ 
portation  or  purchase  of  an  allocated 
product  used  to  increase  that  inventory 
consistent  with  the  provisions  of  §  211.22 
shall  not  be  included  in  the  allocable 
supply  of  that  product. 

•  •  •  •  • 

(g)  Allocation  fractions  greater  than 
one — (1 ) General.  In  allocating  allocable 
supplies  of  any  allocated  product  among 
wholesale  purchasers  and  end-users,  no 
supplier  may  use  an  allocation  fraction 
greater  than  one  (1.0)  except  as  provided 
herein.  Allocated  natural  gas  liquid 
products  imported  and  distributed  by 
suppliers  pursuant  to  §  211.88  shall  be 
subject  only  to  the  provisions  of  that 
section,  except  as  provided  therein. 

•  *  •  •  • 

(5)  Distribution  of  surplus  prod¬ 
uct.  •  •  • 

With  respect  to  the  distribution  of 
surplus  allocated  natural  gas  liquid 
products,  suppliers  which  distribute 
such  product  pursuant  to  this  para¬ 


graph,  unless  otherwise  notified  by  FEA, 
may  distribute  such  product  upon  sub¬ 
mission  by  certified  mail  of  the  notifica¬ 
tion  required  under  subparagraph  (3)  of 
this  paragraph  (g)  without  waiting  ten 
(10)  days  for  an  FEA  notification. 

•  •  •  •  • 

(8)  Limitations  on  purchaser's  rights. 
No  supplier  shall  supply  and  no  end- 
use  or  wholesale  purchaser-consumer 
shall  accept  quantities  of  an  allocated 
product  which  exceed  one  hundred  (100) 
percent  of  the  end-user’s  or  whole¬ 
sale  purchaser-consumer’s  current  re¬ 
quirements,  except  as  provided  for  pur¬ 
chasers  of  allocated  natural  gas  liquid 
products  in  §  211.87. 

3.  Section  211.2  is  amended  in  para¬ 
graph  (g)  by  revising  subparagraphs 
(g)(1)  and  (g)(2)  to  read  as  follows: 

§211.12  Purchasers  allocation  entitle¬ 
ment. 

8  8  8  8  8 

(g)  End-user  and  wholesale  purchaser 
consumer  importers.  (1)  Except  with  re¬ 
spect  to  allocated  natural  gas  liquid 
products  as  provided  in  §  211.88,  end- 
users  and  wholesale  purchaser-consum¬ 
ers  which  import  an  allocated  product 
in  excess  of  volumes  which  they  im¬ 
ported  in  the  base  period,  and  end-users 
and  wholesale  purchaser-consumers 
which  have  not  previously  imported  an 
allocated  product  may  import  that  prod¬ 
uct  for  their  own  use,  provided  that 
should  circumstances  warrant,  FEA  may 
order  suppliers  of  a  firm  which  imports 
or  purchases  an  imported  allocated  prod¬ 
uct  to  limit  or  terminate  the  allocation 
entitlement  of  such  firm  for  any  period 
corresponding  to  a  base  period  or  FEA 
may  order  that  imports  made  pursuant 
to  this  paragraph  (g)  be  allocated  to 
other  end-users,  wholesale  purchasers, 
producers  or  suppliers. 

(2)  End-users  and  wholesale  purchas¬ 
er-consumers  who  import  allocated  prod¬ 
ucts  are  required  to  report  to  both  the 
FEA  National  and  appropriate  Regional 
offices  puursuant  to  §  211.225. 

4.  Section  211.13  is  amended  by  revis¬ 
ing  subparagraph  (1)  of  paragraph  (a) 
and  paragraph  (c)  to  read  as  follows: 

§211.13  Adjustments  to  base  period 
volume. 

(a)  Scope.  (1)  The  adjustment  proce¬ 
dures  under  this  section  are  applicable 
to  the  allocation  of  allocated  natural  gas 
likuid  products,  motor  gasoline,  middle 
distillate,  aviation  fuels  (except  allo¬ 
cations  to  civil  air  carriers),  and  resid¬ 
ual  fuel  oil  (except  allocations  to  utili¬ 
ties)  and  other  products  subject  to  Sub¬ 
part  K  of  this  part  Except  as  provided 
in  §§  211.84  and  211.85,  this  section  de¬ 
scribes  the  means  by  which  wholesale 
purchasers  and  end-users  may  receive 
adjustments  to  their  base  period  vol¬ 
umes.  All  adjustments  made  pursuant  to 
this  section  are  subject  to  vertification 
by  FEA  audit. 

•  •  •  •  • 

(c)  Adjustments  to  a  wholesale  pur¬ 
chaser-reseller's  base  period  use  for  new 


and  increased  allocation  entitlements  of 
purchasers.  (1)  A  wholesale  purchaser- 
reseller  shall  be  entitled  to  receive  an  ad¬ 
justment  to  its  base  period  use  when¬ 
ever  (i)  it  is  notified  pursuant  to  §  205.- 
36(d)  of  an  assignment  to  supply  a  new 
wholesale  purchaser;  or  (ii)  it  is  notified 
pursuant  to  §  205.26(c)  of  an  adjustment 
granted  pursuant  to  §  211.12(h),  §  211.13 
(e>,  §211.84,  §  211.125(b)  or  §211.145 
(b>  to  the  base  period  use  of  a  whole¬ 
sale  purchaser  entitled  to  receive  an  al¬ 
location  from  that  wholesale  purchaser- 
reseller  in  an  amount  equal  to  the  in¬ 
creases  in  the  allocation  entitlements 
or  new  allocation  entitlements  which  the 
wholesale  purchaser-reseller  is  to  supply. 

(2)  A  wholesale  purchaser-reseller 
which  is  entitled  to  receive  an  adjustment 
to  its  base  period  use  pursuant  to  sub- 
paragraph  (1)  above  or  §  211.85  may  cer¬ 
tify  to  and  shall  receive  an  upward  or 
downward  adjustment  to  its  base  period 
use  from  its  supplier  or  suppliers  in  pro¬ 
portion  to  that  part  of  its  base  period  use 
received  from  each  supplier. 

(3)  All  suppliers  which  receive  a  cer¬ 
tification  of  an  adjustment  to  base  period 
use  made  pursuant  to  this  paragraph  or 
§  211.85,  or  which  receive  a  certification 
from  any  other  supplier  of  an  adjustment 
to  base  period  use  under  this  paragraph 
or  §  211.85  which  has  been  certified  to 
that  other  supplier,  may  in  turn  certify 
to  their  suppliers  the  amount  of  the  ad¬ 
justment  and  shall  receive  an  adjustment 
in  proportion  to  that  part  of  their  base 
period  use  received  from  each  supplier 
to  cover  the  certified  increases  granted 
under  this  paragraph  or  §  211.85,  or  the 
decreases  mandated  under  §  211.85. 

5.  Section  211.25  is  amended  by  revis¬ 
ing  subsection  (c)  to  read  as  follow’s: 

§211.25  Supplier  substitution. 

8  8  8  8  8 

(c)  To  accommodate  seasonal  and 
other  fluctuations  in  both  supply  and 
demand,  such  as  requirements  for  agri¬ 
cultural  production,  suppliers  and  whole¬ 
sale  purchasers  may  agree  between  and 
among  themselves  either  to  borrow  on 
future  allocations  or  to  defer  current  al¬ 
locations  or  both  on  a  volume-for- 
volume  basis  within  the  total  allocations 
for  one  calendar  year  as  long  as  such  ar¬ 
rangements  do  not  result  in  an  involun¬ 
tary  reduction  in  allocations  to  other 
whole  purchasers.  With  respect  to  al¬ 
located  natural  gas  liquid  products,  such 
transactions  are  permitted  within  the  to¬ 
tal  allocations  for  any  12  month  period 
beginning  October  1  and  ending 
September  30  of  the  following  year. 

6.  Section  211.51  is  amended  by  delet¬ 

ing  the  definition  of  “modified  allocation 
level.”  and  by  inserting  in  the  proper  al¬ 
phabetical  order  the  following  revised 
definitions  of  “butane”  and  “propane," 
and  the  new  definitions  of  “allocated 
natural  gas  liquid  products,”  “gas  utility 
use,”  “gas  transmission  company  use,” 
and  “synthetic  natural  gas  enrichment 
use”  to  read  as  follows:  * 

§  211.51  Central  definitions. 

“Allocated  natural  gas  liquid  products” 
means  (regardless  of  origin)  commercial 
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propane,  propane  HD-5,  commercial  bu¬ 
tane,  normal  butane,  isobutane,  commer¬ 
cial  B-P  mixture,  commercial  grade  nat¬ 
ural  gasoline,  unfractionated  natural  gas 
liquid  mixtures  and,  if  greater  than  10 
]>ercent  by  weight,  the  propane,  butane, 
or  natural  gasoline  content  of  all  frac¬ 
tionated  mixtures  of  natural  gas  liquids. 
*  *  *  *  * 

“Butane”  means  a  normally  gaseous 
paraffinic  compound  whose  chemical 
composition  is  predominantly  C,H10,  in¬ 
cluding  normal  and  isobutanes  and  mix¬ 
tures  of  these  two  isomers,  and  all  prod¬ 
ucts  which  meet  Gas  Processors  Associa¬ 
tion  (GPA)  specifications  for  commer¬ 
cial  butane  as  revised  in  1975  and  listed 
in  GPA  Publication  2140(75),  “GPA 
LPG  Specifications  and  Test  Methods.” 

•  *  *  *  • 

“Gas  transmission  company  use” 
means  usage,  by  firms  primarily  engaged 
in  the  pipeline  transmission  and  sale  of 
natural  gas  for  resale,  for  the  purpose 
of  supplementing,  replacing,  or  displac¬ 
ing  pipeline  natural  gas,  other  than  by 
the  manufacture  of  synthetic  natural 
gas. 

•  #  •  *  * 

“Gas  utility  use”  means  usage,  by 
firms  primarily  engaged  in  the  distribu¬ 
tion  of  natural  gas  to  ultimate  con¬ 
sumers,  for  the  purpose  of  supplement¬ 
ing,  replacing,  or  displacing  pipeline 
natural  gas,  other  than  by  the  manufac¬ 
ture  of  synthetic  natural  gas. 

•  •  *  *  • 

“Propane”  means  a  normally  gaseous 
paraffinic  compound  whose  chemical 
composition  is  predominantly  CJL,  in¬ 
cluding  all  products  which  meet  Gas 
Processors  Association  (GPA)  specifica¬ 
tions  for  commercial  propane  and  pro¬ 
pane  HD-5  as  revised  in  1975  and  listed 
in  GPA  Publication  2140(75) ,  “GPA  LPG 
Specifications  and  Test  Methods.” 

*  •  •  •  * 

“Synthetic  natural  gas  enrichment 
use”  means  usage  by  a  synthetic  natural 
gas  producer  to  enrich  or  adjust  the  Btu 
value  of  synthetic  natural  gas  so  that 
the  resulting  mixture  will  approximate 
the  Btu  value,  flame  characteristics,  and 
other  physical  properties  of  the  pipeline 
natural  gas  with  which  it  is  to  be  mixed. 

*  t  •  •  * 

7.  Subparts  D  and  E  of  Part  211  are 
deleted  in  their  entirety  and  replaced 
with  a  new  Subpart  D  to  read  as  follows: 

Subpart  D — Natural  Gas  Liquids  (NGLs) 
§211.81  Scop*-. 

(a)  This  subpart  is  applicable  to  all 
suppliers,  including  producers,  and  pur¬ 
chasers  of  allocated  natural  gas  liquid 
products,  derived  from  any  source. 

(b)  This  subpart  provides  for  the 
mandatory  allocation  as  separate  prod¬ 
ucts  with  separate  allocation  entitle¬ 
ments  of  all  commercial  propane,  pro¬ 
pane  HD-5,  commercial  butane,  normal 
butane,  lsobutane,  commercial  B-P  mix¬ 
ture,  commercial  grade  natural  gasoline, 
all  unfractionated  NGL  mixtures,  and 
(if  greater  than  10  percent  by  weight) 
the  propane,  butane,  and  natural  gaso¬ 


line  content  of  all  fractionated  NGL 
mixtures  produced  in  or  imported  into 
the  United  States.  Excluded  are  (1)  bot¬ 
tled  propane  or  butane;  and  (2)  the 
propane  or  butane  content  of  refinery 
gas  used  for  refinery  fuel  purposes. 

(c)  This  subpart  provides  for  state 
set-asides  for  commercial  propane  and 
propane  HD-5  only. 

§211.82  Definitions. 

For  purposes  of  this  subpart — 

“Base  period”  means  each  calendar 
quarter  during  the  period  April  1,  1972, 
through  March  31,  1973,  which  corre¬ 
sponds  to  the  present  calendar  quarter. 

“Bottled  propane  or  butane”  means 
propane  or  butane  or  mixtures  of  pro¬ 
pane  and  butane  bottled  in  cylinders 
with  a  capacity  of  one  hundred  (100) 
pounds  or  less  provided  that  the  cylin¬ 
ders  are  not  manifolded  at  the  time  of 
sale. 

“Commercial  B-P  mixture"  means  any 
product  which  meets  Gas  Processors  As¬ 
sociation  (GPA)  specifications  for  com¬ 
mercial  B-P  mixture  as  revised  in  1975 
and  listed  in  GPA  Publication  2140  (75) , 
“GPA  LPA  Specifications  and  Test 
Methods.” 

"Commercial  butane”  means  all  prod¬ 
ucts  which  meet  GPA  specifications  for 
commercial  butane  as  revised  in  1975  and 
listed  in  GPA  Publication  2140  (75), 
“GPA  LPG  specifications  and  Test 
Methods.” 

“Commercial  grade  natural  gasoline” 
means  any  product  which  meets  Gas 
Processors  Association  (GPA)  specifica¬ 
tions  for  any  of  the  twenty-four  (24) 
grades  of  natural  gasoline  as  revised  in 
1974  and  listed  in  GPA  Publication  3132 
(74),  “GPA  Natural  Gasoline  Specifica¬ 
tions  and  Test  Methods.” 

“Commercial  propane”  means  all  prod¬ 
ucts  which  meet  Gas  Processors  Asso¬ 
ciation  (GPA)  specifications  for  com¬ 
mercial  propane  as  revised  in  1975  and 
listed  in  GPA  Publication  2140  <75), 
“GPA  LPG  Specifications  and  Test 
Methods.” 

“Dispensing  station”  means  those  re¬ 
tail  sales  outlets  which  sell  less  than 
15,000  gallons  per  year  and  sell  or  fill 
only  bottled  propane  or  butane. 

“Fractionated”  means  separated  into 
components  by  partial  or  complete  frac¬ 
tional  distillation  of  natural  gas  liquids 
mixtures.  Once  having  been  so  separated 
each  component  shall  be  considered  frac¬ 
tionated  regardless  of  subsequent  mixing 
or  commingling. 

“Gas  service  for  essential  human  needs 
and  property  protection”  means  distri¬ 
bution  of  natural  gas  to  residential  and 
small  commercial  users  with  no  alternate 
fuel  capability  which  use  less  than  50,000 
cubic  feet  of  natural  gas  on  a  peak  day, 
to  industrial  plants  for  plant  protection 
fuel,  and  to  apartment  buildings  and 
medical  and  nursing  buildings  with  no 
alternate  fuel  capability. 

“Isobutane”  means  butane  which  con¬ 
tains  95  percent  or  more  by  volume  of 
the  saturated  branch  chain  hydrocarbon 
Isomer  known  as  isobutane. 

“Merchant  storage  facility”  means  any 
facility  which  is  utilized  to  store  allocated 
natural  gas  liquid  products  for  firms 


other  than  the  owner  or  operator  of  such 
a  facility. 

“Normal  butane”  means  butane  which 
contains  95  percent  or  more  by  volume 
of  the  saturated  straight-chain  hydro¬ 
carbon  isomer  known  as  normal  butane. 

"Plant  protection  fuel”  means  the  use 
of  allocated  natural  gas  liquid  products 
in  the  minimum  volume  required  to  pre¬ 
vent  physical  harm  to  the  plant  facili¬ 
ties  or  danger  to  plant  personnel.  This 
includes  the  protection  of  such  material 
and  equipment  which  would  otherwise 
be  damaged,  but  does  not  include  suf¬ 
ficient  quantities  of  allocated  natural 
gas  liquid  products  required  to  maintain 
plant  production.  Allocated  natural  gas 
liquid  products  may  not  be  considered 
plant  protection  fuel  if  an  alternate  fuel 
capability  is  in  place  which  uses  a  fuel 
other  than  allocated  natural  gas  liquid 
products  or  natural  gas  and  can  be  oper¬ 
ated  on  a  continuing  basis. 

“Process  fuel”  means  allocated  natural 
gas  liquid  products  used  to  convert  a 
substance  from  one  form  to  another  such 
as  in  applications  requiring  precise  tem¬ 
perature  controls  or  precise  flame  char¬ 
acteristics.  Allocated  natural  gas  liquid 
products  may  not  be  considered  process 
fuel  if  an  alternate  fuel  is  available  and 
technically  feasible  for  substitution. 

“Producer”  means  a  firm  which  (1) 
produces  an  allocated  natural  gas  liquid 
product  in  a  refinery,  (2)  maintains  an 
ownership  interest  in  any  allocated  nat¬ 
ural  gas  liquid  product  extracted  from 
natural  gas  in  a  gas  processing  plant 
or  separated  from  an  unfractioned  nat¬ 
ural  gas  liquid  mixture  at  a  fractionating 
facility  or  (3)  imported  into  the  United 
States  more  than  5,000,000  gallons  of 
allocated  natural  gas  liquid  products 
during  the  immediately  preceding  four 
calendar  quarters.  * 

“Propane  HD-5”  means  all  products 
which  meet  Gas  Processors  Association 
(GPA)  specifications  for  propane  HD-5 
as  revised  in  1975  and  listed  in  GPA  Pub¬ 
lication  2140  (75),  “GPA  LPG  Specifi¬ 
cations  and  Test  Methods.” 

§211.83  Alloral  ion  levels. 

(a)  General.  The  allocation  levels  in 
this  paragraph  apply  only  to  allocations 
made  by  suppliers  or  producers  to  whole¬ 
sale  purchaser-consumers  and  end- 
users.  Except  as  otherwise  provided  in 
this  subpart,  suppliers  shall  allocate  to 
all  purchasers  to  which  the  allocation 
levels  apply  in  accordance  with  the  pro¬ 
visions  of  5  211. 1C.  End-users  and  whole¬ 
sale  purchaser-consumers  which  are  en¬ 
titled  to  purchase  allocated  natural  gas 
liquid  products  under  an  allocation  level 
not  subject  to  an  allocation  fraction 
shall  receive  first  priority  and  be  sup¬ 
plied  sufficient  amounts  to  meet  100  per¬ 
cent  of  their  allocation  requirements. 
End-users  and  wholesale  purchase  con¬ 
sumers  which  are  entitled  to  purchase 
allocated  natural  gas  liquid  products 
under  an  allocation  level  subject  to  re¬ 
duction  by  application  of  an  allocation 
fraction  shall  receive  second  priority. 

(b)  Allocation  levels  not  subject  to  an 
allocation  fraction.  One  hundred  (100) 
percent  of  current  requirements  for  the 
following  uses : 
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(1)  Agricultural  production; 

(2)  Department  of  Defense  use  as 
specified  in  5  211.26. 

(c)  Allocation  levels  subject  to  an  al¬ 
location  fraction.  (1)  One  hundred  (100) 
percent  of  current  requirements  (as  re¬ 
duced  by  the  application  of  an  allocation 
fraction)  for  the  following  uses: 

(i'i  Emergency  services; 

(ii)  Energy  production  (excluding 
boiler  fuel  uses) ; 

<iii>  Sanitation  services; 

<  iv)  Telecommunications  services; 

(v)  Passenger  transportation  services; 

(vi)  Medical  and  nursing  buildings; 

(vii)  Aviation  ground  support  vehicles 
and  equipment; 

(viii)  Start-up,  testing,  and  flame 
stability  of  electric  utility  plants; 

<ix)  Residential  use; 

(x)  Plant  protection  fuel  use;  and 

(xi)  Petrochemical  feedstock  use  of 
allocated  natural  gas  liquid  products 
other  than  propane,  commercial  B-P 
mixture  and  the  propane  content  of 
fractionated  natural  gas  liquid  mixtures. 

(2)  One  hundred  (100)  percent  of  base 
period  use  for : 

(i)  Petrochemical  feedstock  use  of 
propane  (including  the  propane  content 
of  fractionated  natural  gas  liquid  mix¬ 
tures)  and  commercial  B-P  mixture. 

(ii)  Synthetic  natural  gas  plant  feed¬ 
stock  use; 

(iii)  Synthetic  natural  gas  enrichment 
use; 

(iv>  Other  industrial  use; 

(v)  Gasoline  blending  and  manufac¬ 
turing  use  of  allocated  natural  gas  liquid 
products  other  than  propane; 

(vi)  Govft-nmental  use: 

(vii)  Gas  utility  use; 

(viii)  Refinery  fuel  use; 

(ix>  Commercial  use; 

<x)  Transportation  service  other  than 
passenger  transportation  service  or  avia¬ 
tion  ground  support  vehicles,  for  vehicles 
equipped  to  use  allocated  natural  gas  li¬ 
quid  products  as  of  December  27,  1973; 
and 

(xi>  Schools. 

§  211.81  Adjustments  and  assignments. 

(a)  Specified  industrial  use.  Notwith¬ 
standing  the  provisions  of  $  211.13(e),  a 
wholesale  purchaser-consumer  may 
apply  ( 1  >  to  the  FEA  National  Office  for 
adjustments  to  its  base  period  use.  in 
accordance  with  the  provisions  of  Sub¬ 
part  B  of  Part  205  of  this  chapter,  for 
petrochemical  feedstock  use  of  propane 
'including  the  propane  content  of  frac¬ 
tionated  natural  gas  liquid  mixtures), 
commercial  B-P  mixture,  or  unfraction¬ 
ated  natural  gas  liquid  mixtures,  and  for 
gasoline  blending  and  manufacturing 
use  of  any  allocated  natural  gas  liquid 
product,  except  propane,  and  (2>  to  the 
appropriate  FEA  Regional  Office  for  ad¬ 
justments  to  base  period  use  of  any  allo¬ 
cated  natural  gas  liquid  product  for  proc¬ 
ess  fuel. 

ib'  Gas  utility  use  and  gas  transmis¬ 
sion  company  use.  Applications  for  as¬ 
signments.  adjustments  and  waivers  will 
be  evaluated  in  a  manner  consistent  with 
the  criteria  set  forth  in  Subparts  B  and 
C  of  Part  205  and  other  regulations  or 
guidelines  which  FEA  may  promulgate. 


G'  Adjustments  and  assignments. 
Wholesale  purchaser-consumers  shall 
apply  to  the  FEA  National  Office  for  all 
assignments  of  a  base  period  use  of  allo¬ 
cated  natural  gas  liquid  products  for  gas 
utility  use.  and,  notwithstanding  the  pro¬ 
visions  of  §  211.13(e),  may  apply  to  the 
FEA  National  Office  for  an  adjustment  to 
base  period  use,  in  accordance  with  Sub¬ 
parts  B  and  C.  respectively,  of  Part  205 
of  this  chapter. 

(2)  Waivers.  Applications  for  waivers 
of  the  limitations  on  gas  utility  use  or 
gas  transmission  company  use  of  allo¬ 
cated  natural  gas  liquid  products  set 
forth  in  5  211.87(d)  shall  be  filed  with 
the  FEA  National  Office  in  accordance 
with  the  provisions  of  Subpart  G  of 
Part  205  of  this  chapter. 

(3>  Gas  utilities  as  agents  for  end- 
users  or  wholesale  purchaser-consumers. 
Gas  utilities  may  act  as  agents  in  acquir¬ 
ing  and  delivering  allocated  natural  gas 
liquid  products  through  natural  gas 
pipelines  to  end-users  or  wholesale  pur¬ 
chaser-consumers  separately  authorized 
to  purchase  such  products  pursuant  to 
this  part.  Unless  otherwise  authorized 
by  FEA.  such  actions  are  permitted  only 
in  those  cases  (i)  where  the  wholesale 
purchaser-consumer  or  end-user  ow’ns 
the  product  and  bears  the  entire  cost  of 
its  storage,  gasification,  and  transmis¬ 
sion;  (ii)  where  there  will  be  no  adverse 
effects  on  the  gas  utility’s  other  cus¬ 
tomers;  (iii)  where  the  user  has  no  fa¬ 
cilities  for  using  a  fuel  other  than  pipe¬ 
line  gas;  and  (iv)  where  this  procedure 
is  consistent  with  all  applicable  Federal 
and  State  laws,  regulations,  and  orders. 

§211.85  Supplier/pun-haser  rolsitbui- 
ships. 

« a)  General.  Supplier,  purchaser  rela¬ 
tionships  shall  be  as  set  forth  in  5  §  21 1 .9- 
211.13  unless  otherwise  specified  in  this 
subpart 

(b)  Changes  in  relationships.  (1)  Not¬ 
withstanding  the  provisions  of  subpart  A 
of  this  part,  any  wholesale  purchaser  of 
any  allocated  natural  gas  liquid  product 
may  terminate  a  supplier/purchaser  re¬ 
lationship  or  adjust  downward  its  base 
period  use  by  providing  written  notice 
to  its  base  period  supplier  of  its  intent 
to  do  so.  provided  that  the  affected  sup¬ 
ply  obligation  will  be  assumed  by  an¬ 
other  supplier  pursuant  to  subparagraph 
ib)  (2)  of  this  section.  Wholesale  pur¬ 
chasers  shall  specify  in  the  notice  the 
volume  of  the  supply  obligation  which 
shall  be  reduced  or  terminated,  and  shall 
include  the  effective  date  of  termination 
or  downward  adjustment.  Such  dates 
shall  correspond  to  the  first  day  of  a 
base  period.  Upon  receipt  of  such  noti¬ 
fication  a  supplier  shall  subtract  the 
volumes  so  terminated  or  adjusted  down¬ 
ward  from  its  base  period  supply  obliga¬ 
tions,  and  shall  not  include  such  volumes 
in  its  base  period  use  from  its  supplier, 
unless  by  the  exclusion  of  such  volumes 
its  base  period  use.  as  adjusted  by  this 
section,  would  fall  below  its  original  un¬ 
adjusted  base  period  use. 

*2»  Any  supplier  of  allocated  natural 
gas  liquid  products  may  establish  a  sup¬ 
plier  purchaser  relationship  with  a 
wholesale  purchaser  to  the  extent  such 


purchaser  has  terminated  a  supplier/ 
purchaser  relationship  or  has  adjusted 
downward  its  base  period  use  pursuant 
to  paragraph  (b)(1)  of  this  section,  pro¬ 
vided  that  (i)  the  supplier’s  net  new  ob¬ 
ligations  for  a  particular  calendar  quar¬ 
ter  corresponding  to  a  base  period  would 
not  have  reduced  the  supplier’s  alloca¬ 
tion  fraction  below  one  (1.0)  in  the  im¬ 
mediately  preceding  corresponding  cal¬ 
endar  quarter,  or  (ii)  the  supplier  can 
clearly  demonstrate  that  its  net  adjust¬ 
ments  to  its  base  period  supply  obliga¬ 
tions  for  a  particular  calendar  quarter 
will  not  reduce  its  allocation  fraction  be¬ 
low  1.0  for  that  quarter.  The  mere  ability 
to  certify  upward  such  adjustments  to 
its  supplier  will  not  be  sufficient  to  con¬ 
stitute  a  clear  demonstration  by  a  whole¬ 
sale  purchaser-reseller  that  its  allocation 
fraction  will  not  be  reduced  below  1.0. 
The  supplier  and  wholesale  purchaser 
must  notify  FEA  and  obtain  approval 
from  the  appropriate  FEA  Regional  Of¬ 
fice  before  a  new  supplier /purchaser  re¬ 
lationship  and  base  period  use  can  be 
established  under  this  section. 

<3>  A  wholesale  purchaser-reseller, 
which  in  its  capacity  as  a  supplier  es¬ 
tablishes  new  supplier/purchaser  rela¬ 
tionships  under  subparagraph  (b)  (2)  of 
this  section  which  increase  its  base  pe¬ 
riod  supply  obligations,  or  which  has 
excluded  certain  volumes  from  its  base 
period  use  pursuant  to  subparagraph 
(b)(1)  of  this  section,  shall  receive  an 
upward  or  downward  adjustment,  re¬ 
spectively,  to  its  base  period  use  in  an 
amount  equal  to  the  net  change  to  its 
base  period  obligations.  Certifications  of 
such  adjustments  shall  be  made  in  ac¬ 
cordance  with  the  procedures  set  forth 
in  §  211.13(c)  (2)  and  (3*. 

(c*  Underlifting.  (1)  This  paragraph 
<c>  applies  only  to  wholesale  purchasers 
of  allocated  natural  gas  liquid  products 
whenever  such  purchasers  fails  to  pur¬ 
chase  at  least  eighty  •  80  •  percent  of  then- 
allocation  entitlement  of  any  such  prod¬ 
uct  from  their  base  period  suppliers  in 
each  of  two  consecutive  calendar  quar¬ 
ters.  If  a  wholesale  purchaser  purchases 
eighty  percent  of  its  base  period  use  of 
such  product  from  its  base  period  sup¬ 
plier  in  a  subsequent  calendar  quarter,  it 
would  not  be  subject  to  the  requirements 
of  this  paragraph  (c)  unless  it  again  fails 
to  purchase  eighty  percent  of  its  base  pe¬ 
riod  use  in  two  consecutive  quarters. 

(2*  Not  less  than  thirty  '30'  days  be¬ 
fore  the  end  of  the  second  such  calendar 
quarter,  a  base  period  supplier  may  notify 
purchasers  which  have  failed  to  purchase 
at  least  eighty  percent  of  their  allocation 
entitlement  in  two  consecutive  quatrers 
that  the  supplier  intends  to  exclude  the 
supplier’s  base  period  obligations  to  those 
purchasers  from  the  supplier's  allocable 
supply  for  the  following  calendar  quarter, 
except  to  the  extent  such  purchasers  in¬ 
form  the  supplier  of  the  volumes  of  such 
prod  ucus  it  intends  to  purchase  from  such 
supplier  in  the  following  quarter.  Such 
notification  shall  state  that  subsequent 
failure  by  the  purchaser  to  purchase  in 
two  consecutive  calendar  quarters  eighty 
percent  of  the  amount  it  informs  the  sup¬ 
plier  that  it  will  purchase  for  such  quar¬ 
ters  could  result  in  the  purchaser’s  per- 
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manent  exclusion  of  its  entitlement  from 
the  supplier’s  allocable  supply.  Not  less 
than  twenty  (20)  days  before  the  end  of 
the  same  calendar  quarter,  each  pur¬ 
chaser  which  has  received  such  notifica¬ 
tion  from  its  base  period  supplier  shall 
inform  its  base  period  supplier  of  the  por¬ 
tion  of  its  allocation  entitlement  for  the 
following  quarter  which  it  intends  to  pur¬ 
chase  from  its  base  period  supplier.  A 
supplier  may  thereupon  exclude  from  its 
allocable  supply  of  allocated  natural  gas 
liquid  products,  for  the  following  calen¬ 
dar  quarter  only,  its  entire  base  period 
obligations  to  those  wholesale  purchasers 
which  received  timely  notification,  except 
for  those  portions  of  the  base  period  vol¬ 
umes  which  such  purchasers  informed 
the  supplier  in  a  timely  manner  that  they 
intend  to  purchase  in  said  calendar  quar¬ 
ter. 

(3)  If,  in  each  of  two  consecutive  cal¬ 
endar  quarters  for  which  notifications  by 
wholesale  purchasers  are  necessary  un¬ 
der  subparagraph  (c)  (2)  above,  a  whole¬ 
sale  purchaser  does  not  purchase  from 
its  base  period  supplier  at  least  eighty 
(80)  percent  of  the  amount  it  informed 
the  supplier  that  it  would  purchase  pur¬ 
suant  to  subparagraph  (c)  (2)  above,  the 
supplier  may  thereafter  permanently  ex¬ 
clude  from  its  allocable  supply  its  base 
period  obligations  to  said  purchaser  upon 
notifying  both  the  wholesale  purchaser 
and  the  appropriate  FEA  Regional  Office. 

(4)  In  the  event  a  supplier’s  base  pe¬ 
riod  obligations  to  a  wholesale  purchaser 
are  excluded  from  the  supplier’s  allo¬ 
cable  supply  pursuant  to  subparagraph 
(3)  of  this  paragraph,  the  purchaser 
shall  be  deemed  to  have  a  base  period 
use  without  having  a  base  period  sup¬ 
plier.  Such  a  purchaser  may  apply  to 
FEA  pursuant  to  §  211.12(e)  for  the  as¬ 
signment  of  a  new  supplier,  but  FEA 
may  consider  the  circumstances  of  the 
exclusion  in  granting  or  denying  such 
application. 

(d)  Gas  processing  plants  or  fraction¬ 
ation  facilities.  A  firm  which  acquired  al¬ 
located  natural  gas  liquid  products  from 
through  its  ownership  interest  in  or  op¬ 
eration  of  a  gas  processing  plant  or  frac¬ 
tionating  facility  during  the  base  period 
shall  have  an  allocation  entitlement  with 
respect  to  the  volumes  of  such  products 
acquired  during  the  base  period  from  the 
firm  that  supplied  the  allocated  natural 
gas  liquid  products  in  the  base  period,  re¬ 
gardless  of  whether  such  products  were 
purchased  or  acquired  under  a  process¬ 
ing  agreement. 

§  211.86  Method  of  allocation. 

(a)  General.  Except  as  specifically 
otherwise  provided  in  this  subpart  and 
except  with  respect  to  the  allocation  of 
such  products  for  synthetic  natural  gas 
feedstock  use  as  provided  in  §  211.29,  the 
allocation  of  allocated  natural  gas  liquid 
products  shall  be  as  specified  in  §  211.10. 
Adjustments  to  a  wholesale  purchaser’s 
base  period  volume  specified  in  §§211.13, 
211.84,  and  211.85  shall  apply  to  this  sub¬ 
part.  New  wholesale  purchasers  and  end- 
users  are  subject  to  the  requirements  of 
§  211.12.  Notwithstanding  the  provisions 
of  §  211.12(c),  each  supplier  or  producer 


which  sells  allocated  natural  gas  liquid 
products  to  a  wholesale  purchaser-con¬ 
sumer,  end-user,  or  dispensing  station 
shall  determine  the  base  period  volume 
of  those  purchasers  but  is  not  required 
to  report  that  determination  to  such 
purchasers  except  on  written  request  by 
a  purchaser. 

(b)  State  set-aside.  The  initial  sep¬ 
arate  state  set-aside  levels  for  commer¬ 
cial  propane  and  propane  HD-5  are  three 
(3)  percent  of  a  prime  supplier’s  esti¬ 
mated  portion  of  its  total  supply  for  that 
month  which  will  be  sold  into  the  State’s 
distribution  system  for  consumption 
within  the  State.  Section  211.17  shall 
control  the  distribution  of  propane  from 
the  State  set-aside. 

(c)  Dispensing  stations.  Notwith¬ 
standing  the  provisions  of  §  211.10,  dis¬ 
pensing  stations  which  sell  or  fill  only 
bottled  propane  or  butane  to  end-users 
shall  be  entitled  to  receive  a  volume  of 
propane  or  butane  equal  to  one  hundred 
(100)  percent  of  the  volume  necessary  to 
supply  the  current  requirements  of  all 
end-users  purchasing  from  them,  with¬ 
out  being  subject  to  an  allocation  frac¬ 
tion. 

(d)  Producers.  Producers  shall  allocate 
their  total  supply  in  accordance  with 
§  211.10  except  that  if  a  producer  is  the 
base  period  supplier  to  wholesale  pur¬ 
chaser-resellers  which  have  certified 
amounts  of  propane  to  be  for  ultimate 
use  under  an  allocation  level  of  one  hun¬ 
dred  (100)  percent  of  current  require¬ 
ments  whether  or  not  subject  to  an  allo¬ 
cation  fraction,  that  producer  may  not 
recertify  such  amounts  to  any  other  pro¬ 
ducer  which  may  be  its  base  period  sup¬ 
plier. 

(e)  Inventory  accumulation.  (1)  Ex¬ 
cept  as  otherwise  provided  in  this  para¬ 
graph  (e),  producers,  suppliers,  whole¬ 
sale  purchasers  and  end-users  may  ac- 
cumuate  allocated  natural  gas  liquid 
products  in  inventory  in  quantities  which 
are  normal  and  reasonable  for  seasonal 
usage  in  accordance  with  their  normal 
business  practices. 

(2)  Unless  authorized  by  the  FEA,  gas 
utilities,  gas  transmission  companies, 
and  synthetic  natural  gas  plants  shall 
not  accumulate  allocated  natural  gas  liq¬ 
uid  products  in  inventory  in  excess  of 
one  hundred  (100)  percent  of  the  sum 
total  of  their  base  period  uses  for  the 
four  base  period  quarters. 

(3)  Unless  authorized  by  FEA,  indus¬ 
trial  users  (for  uses  other  than  process 
fuel  and  plant  protection  fuel)  of  pro¬ 
pane  (including  the  propane  content  of 
fractionated  natural  gas  liquid  mix¬ 
tures)  ,  commercial  B-P  mixture  and  un¬ 
fractionated  natural  gas  liquid  mixtures 
may  accumuate  such  products  in  inven¬ 
tory  pursuant  to  paragraph  (e)(1)  of 
this  section,  but  only  up  to  an  amount 
equal  to  one  hundred  (100)  percent  of 
the  sum  total  of  their  base  period  uses 
for  all  industrial  uses  of  each  such  prod¬ 
uct  for  the  four  base  period  quarters. 
However,  allocated  natural  gas  liquid 
products  imported  other  than  from  Can¬ 
ada  for  industrial  use  under  §  211.88 
shall  not  be  subject  to  the  limitations  of 
this  subparagraph  (e)  (3). 


(4)  If  a  firm  controls  greater  than  the 
above  mentioned  inventories  of  allocated 
natural  gas  liquid  products,  it  shall  not 
acquire  or  accept  an  allocation  of  such 
products  from  a  supplier  or  producer 
until  its  inventories  are  reduced  to  con¬ 
form  to  the  limitations  imposed  by  this 
subsection  (e). 

(f)  Separate  facilities.  Notwithstand¬ 
ing  the  provisions  of  §  211.11(b),  in  con¬ 
sidering  applications  for  adjustments  to 
or  assignments  of  base  period  use  of  an 
allocated  natural  gas  liquid  product  filed 
pursuant  to  §§  211.12(h)  or  211.84,  FEA 
may  consider  the  requirements  for  a  par¬ 
ticular  facility  separate  from  the  re¬ 
mainder  of  the  firm,  and  may  designate 
the  facility  for  which  such  assignments 
or  adjustments  may  be  made. 

§  211.87  Special  limitations. 

(a)  Unless  otherwise  authorized  by 
the  FEA  upon  application  pursuant  to 
subpart  G  of  Part  205  of  this  chapter, 
the  following  limitations  shall  apply  to 
the  acquisition  and  use  of  allocated  nat¬ 
ural  gas  liquid  products  during  each 
twelve  month  period  commencing  Octo¬ 
ber  1  and  ending  September  30  of  the 
following  year: 

(1)  Industrial  use.  For  all  industrial 
use  (including  petrochemical  feedstock 
use  and  gasoline  blending  and  manufac¬ 
turing  use) ,  except  for  process  fuel  use, 
plant  protection  fuel  use  and  Industrial 
uses  accorded  allocation  levels  of  100 
percent  of  current  requirements  (and  re¬ 
finery  fuel  use  separately  provided  for  in 
subparagraph  (2)  of  this  paragraph 
(a)),  no  supplier  shall  supply  and  no 
end-user  or  wholesale  purchaser-con¬ 
sumer  shall  accept  or  use  quantities  of 
propane  (including  the  propane  content 
of  fractionated  natural  gas  liquids  and 
refinery  gas),  commercial  B-P  mixture, 
or  unfractionated  natural  gas  liquid  mix¬ 
tures  in  excess  of  one  hundred  ( 100)  per¬ 
cent  of  the  sum  of  the  base  period  use 
for  the  four  base  period  quarters,  except 
as  provided  in  §  211.88  or  except  for  the 
purpose  of  increasing  inventories  for 
such  industrial  uses  to  the  levels  allowed 
under  §  211.86(e). 

(2)  Refinery  fuel  use.  For  refinery  fuel 
use,  no  supplier  shall  supply  and  no  end- 
user  or  wholesale  purchaser-consumer 
shall  accept  or  use  quantities  of  allocated 
natural  gas  liquid  products  (excluding 
the  propane  and  butane  content  of  re¬ 
finery  gas  (in  excess  of  one  hundred 
(100)  percent  of  the  sum  of  the  base  pe¬ 
riod  use  for  the  four  base  period  quarters 
except  as  provided  in  §  211.88  or  except 
for  the  purpose  of  increasing  inventories 
for  such  refinery  fuel  use  to  the  levels 
allowed  under  §  211.86(e). 

(3)  Gas  utility  and  gas  transmission 
company  use.  (i)  For  gas  utility  use  or 
gas  transmission  company  use,  no  sup¬ 
plier  shall  supply  and  no  end-user  or 
wholesale  purchaser-consumer  shall  ac¬ 
cept  or  use  quantities  of  allocated  natural 
gas  liquid  products  (including  the  pro¬ 
pane  and  butane  content  of  refinery  gas) 
in  excess  of  one  hundred  (100)  percent 
of  the  sum  of  the  base  period  use  for 
the  four  base  period  quarters  except  for 
the  purpose  of  increasing  inventories  for 
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such  use  to  the  levels  allowed  under 
5  211.86(e). 

(ti)  No  wholesale  purchaser-consum¬ 
er  shall  use  any  quantities  of  an  allocated 
natural  gas  liquid  product  for  gas  utility 
use  as  long  as  gas  service  is  continued  to 
industrial  or  commercial  customers 
which  have  an  alternate  fuel  capability 
in  place  which  uses  a  fuel  other  than 
allocated  natural  gas  liquid  products  or 
natural  gas  and  can  be  operated  on  a 
continuing  basis. 

(b)  Synthetic  gas  use.  Unless  other¬ 
wise  authorized  by  PEA  upon  application 
pursuant  to  subpart  G  of  part  205,  for 
synthetic  natural  gas  feedstock  use  or 
synthetic  natural  gas  enrichment  use,  no 
supplier  shall  supply  and  no  end-user 
or  wholesale  purchaser-consumer  shall 
accept  or  use  quantities  of  allocated  na¬ 
tural  gas  liquid  products  (including  the 
propane  and  butane  content  of  refinery 
gas)  in  excess  of  one  hundred  (100)  per¬ 
cent  of  the  base  period  use  for  a  base 
period  quarter,  except  for  the  purpose  of 
increasing  inventories  for  such  uses  to 
the  levels  allowed  under  8  211.86(e). 

§211.88  Importers  of  allocated  natural 
gas  liquid  products. 

(a)  General.  This  section  shall  apply 
to  all  imports  (other  than  from  Canada' 
of  allocated  natural  gas  liquid  products 
by  end-users,  wholesale  purchaser-con¬ 
sumers,  or  by  suppliers  of  such  prod¬ 
ucts. 

(b)  End-user  and.  wholesale  purchas¬ 
er-consumer  importers  of  allocated  nat¬ 
ural  gas  liquid  products — (1)  Applica¬ 
bility.  Except  as  specified  in  subpara¬ 
graphs  (2)  and  (3)  of  this  paragraph 
(b),  the  provisions  of  8  211.12(g)  shall 
be  applicable  to  all  end-users  and  whole¬ 
sale  purchaser-consumers  of  imported 
allocated  natural  gas  liquid  products. 

(2)  Industrial  use.  (i)  Wholesale  pur- 
chaser-consumers  and  end-users  may  ac¬ 
quire  and  use  allocated  natural  gas 
liquid  products  imported  other  than 
from  Canada  for  Industrial  use  (includ¬ 
ing  petrochemical  feedstock  use  and  re¬ 
finery  fuel  use)  without  regard  to  the 
limitations  imposed  by  §§  211.86(e)  and 
211.87.  Such  users  shall  be  subject  to  the 
provisions  of  paragraph  (c)  of  this  sec¬ 
tion  in  acquiring  imports  of  such  prod¬ 
ucts  from  domestic  suppliers. 

(ii)  Acquisition  of  imports  of  allocated 
natural  gas  liquid  products  other  than 
from  Canada  for  industrial  use  (includ¬ 
ing  petrochemical  feedstock  use  and  re¬ 
finery  fuel  use)  will  not  affect  a  firm’s  al¬ 
location  entitlements  unless  PEA  deter¬ 
mines  that  such  imports  are  inconsistent 
with  the  objectives  of  the  Emergency 
Petroleum  Allocation  Act  of  1973  and 
pursuant  to  8  211.12(g)(1)  orders  a 
firm's  supplier  to  limit  or  terminate  the 
firm’s  allocation  entitlement. 

(3)  Gas  utility  and  gas  transmission 
company  use.  Imports  of  allocated  natu¬ 
ral  gas  liquid  products  other  than  from 
Canada  for  gas  utility  use  and  gas  trans¬ 
mission  company  use  are  subject  to  the 
limitations  set  forth  in  8  211.87  and  may 
not  be  acquired  under  this  section  in 
excess  of  those  limitations  unless  such 
limitations  are  expressly  waived  by  PEA. 
An  authorized  purchase  by  a  wholesale 


purchaser-consumer  from  a  domestic 
supplier  of  Imported  allocated  natural 
gas  liquid  products  for  gas  utility  or  gas 
transmission  company  use  shall  be  sub¬ 
ject  to  paragraph  (c)  of  this  section. 

(4)  End-users  and  wholesale  purchas¬ 
er-consumers  importing  allocated  natu¬ 
ral  gas  liquid  products  pursuant  to  the 
provisions  of  this  paragraph  (b)  shall 
not  be  considered  by  reason  thereof  to 
be  prime  suppliers  or  producers  of  allo¬ 
cated  natural  gas  liquid  products. 

(c)  Supplier  importers  of  allocated 
natural  gas  liquid  products — (1)  Gen¬ 
eral.  Suppliers  may  acquire  allocated 
natural  gas  liquid  products  imported 
other  than  from  Canada  for  distribution 
to  end-users  and  wholesale  purchasers 
only  in  accordance  with  this  paragraph. 
Should  circumstances  warrant,  FEA  may 
require  that  imported  allocated  natural 
gas  liquid  products  other  than  from  Can¬ 
ada  obtained  by  a  firm  pursuant  to  this 
paragraph  (c)  be  allocated  to  other 
wholesale  purchasers,  end  users,  pro¬ 
ducers  or  suppliers,  in  accordance  with 
the  provisions  of  8  211.14(d). 

(2)  Suppliers  with  allocation  frac¬ 
tions  less  than  1.0.  Any  supplier  of  allo¬ 
cated  natural  gas  liquid  products  which 
has  an  allocation  fraction  less  than  one 
(1.0)  for  a  calendar  quarter  correspond¬ 
ing  to  a  base  period  may  import  (or  ac¬ 
quire  from  suppliers  which  have  so  im¬ 
ported*  such  products  other  than  from 
Canada  for  the  purpose  of  achieving  an 
allocation  fraction  of  1.0  during  the 
calendar  quarter.  Imports  used  to 
achieve  an  allocation  fraction  of  1.0 
shall  be  allocated  in  accordance  with 
the  provisions  of  8  211.10.  However,  ef¬ 
fective  October  1,  1977,  FEA  may  by 
order  require  separate  inventory  rec¬ 
ords  to  be  maintained  for  such  imports 
sold  for  gas  utility  or  gas  transmission 
company  use  to  new  wholesale  pur¬ 
chaser-consumers  which  establish  a 
base  period  use  subsequent  to  that  date, 
or  to  existing  wholesale  purchaser-con¬ 
sumers  with  respect  to  upward  adjust¬ 
ments  to  their  base  period  use  received 
after  that  date. 

(3*  Suppliers  with  allocation  frac¬ 
tions  of  1.0  or  greater,  (i)  Any  supplier 
of  allocated  natural  gas  liquid  products 
wilich  has  achieved  an  allocation  frac¬ 
tion  of  1.0  or  greater  for  a  calendar 
quarter  may  import  (or  acquire  from 
suppliers  which  have  so  imported*  such 
products  other  than  from  Canada  to  in¬ 
crease  further  its  allocation  fraction 
above  1  0  and  shall  distribute  such  im¬ 
ports  in  accordance  with  the  provisions 
of  8  211.10,  except  that  distribution  of 
such  products  for  industrial,  gas  utility, 
or  gas  transmission  company  use  shall 
be  in  accordance  with  subparagraph  (c) 
*3>(ii)  of  this  section. 

(ii)  Industrial  use,  gas  utility  use,  and 
gas  transmission  company  use.  Suppliers 
with  an  allocation  fraction  equal  to  or 
greater  than  1.0  may  import  (or  acquire 
from  suppliers  which  have  so  imported) 
allocated  natural  gas  liquid  products 
other  than  from  Canada  for  distribution 
to  wholesale  purchaser-consumers  and 
end  users  which  certify  In  writing  that 
they  will  use  such  imported  products  for 


industrial  ^including  petrochemical  feed¬ 
stock  or  refinery  fuel),  gas  utility,  or  gas 
transmission  company  use  or  for  dis¬ 
tribution  to  any  wholesale  purchaser- 
reseller  which  certifies  it  will  distribute 
such  products  for  such  uses  under  this 
subparagraph  (c)  (3>  (ii) .  All  wholesale 
purchaser-consumers  and  end  users 
which  purchase  non-Canadian  im¬ 
ported  alloc aed  natural  gas  liquid  prod¬ 
ucts  for  industrial,  gas  utliity  or 
gas  transmission  company  use  and  all 
wholesale  purchaser-resellers  which  pur¬ 
chase  such  products  for  distribution  for 
such  users  shall  certify  in  writing  to  the 
suppliers  of  such  products  the  intended 
end  use  of  such  products.  The  certifica¬ 
tions  for  gas  utliity  or  gas  transmission 
use  must  also  provide  that  FEA  has  ex¬ 
pressly  waived  the  8  211.87  use  limita¬ 
tions  with  respect  to  such  volumes.  A 
supplier  which  has  allocated  natural 
gas  liquid  products  to  be  distributed 
under  a  certification  received  pursuant 
to  this  subparagraph  shall  maintain  in¬ 
ventory  records  for  such  allocated  nat¬ 
ural  gas  liquid  products  separate  from  its 
inventory  records  for  allocated  natural 
gas  liquid  products  distributed  under  the 
provisions  of  8  211.10.  In  the  event  no 
certification  is  received  by  a  supplier 
pursuant  to  this  subparagraph  (c)  (3) 
(ii),  a  supplier  remains  obligated  to 
determine  to  the  maximum  extent  prac¬ 
ticable  whether  its  non-Canadian  im¬ 
ported  allocated  natural  gas  liquid 
products  are  to  be  distributed  for  indus¬ 
trial.  gas  utility  or  gas  transmission 
company  use.  If  the  supplier  determines 
that  such  products  are  to  be  so  distrib¬ 
uted.  the  supplier  shall  maintain  separate 
inventory  records  as  if  it  had  received 
a  certification. 

§211.89  I'rornluro  and  reporting  re¬ 
quirement!). 

(a)  All  owners  of  storage  facilities  (or 
operators  thereof)  which  store  allocated 
natural  gas  liquid  products  shall  report 
to  the  FEA  National  Office  on  Form  FEA 
103B  or  its  successor  forms  in  accordance 
with  the  instructions  accompanying  such 
form  or  fopns.  All  owners  of  allocated 
natural  gas  liquid  products  in  a  merchant 
storage  facility  shall,  in  accordance  with 
the  instructions  thereto,  file  Form  FEA 
101A  with  the  operator  of  a  merchant 
storage  facility.  These  reports  shall  be 
kept  on  file  by  the  merchant  storage  fa¬ 
cility  operator,  and  are  subject  to  FEA 
audit. 

(b*  Except  as  provided  in  8  211.84.  all 
applications  for  adjustment  or  assign¬ 
ment  of  allocated  natural  gas  liquid 
products  shall  be  filed  with  the  appropri¬ 
ate  FEA  Regional  Office  in  accordance 
with  the  procedures  specified  in  Subparts 
B  and  C,  respectively,  of  Part  205  of  this 
chapter. 

(c)  The  general  reporting  and  record¬ 
keeping  requirements  contained  in  Sub- 
part  L  of  this  part  apply  to  this  subpart 
except  that  the  requirements  of  8  211.224 
shall  not  apply  and  the  information  re¬ 
quired  to  be  kept  on  FEA  forms  in  8  211.- 
223  may  be  kept  by  suppliers  or  producers 
In  accordance  with  that  firm’s  customary 
recordkeeping  practices. 
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(d)  An  application  for  an  assignment 
of  propane  from  the  state  set-aside  sys¬ 
tem,  as  provided  in  §  211.17,  based  on 
liardship  or  emergency  requirements  is 
to  be  filed  with  the  appropriate  State 
Office  in  accordance  with  the  procedures 
stated  in  Subpart  Q  of  Part  205  of  this 
chapter. 

(e)  Producers  and  specified  wholesale 
purchaser-resellers  of  allocated  natural 
gas  liquid  products  shall  report  on  Form 
FEA  100- A. 

8.  Subparagraph  (2)  of  paragraph  <h) 
of  §  212.83  is  amended  by  revising  sub- 
paragraph  (2)  (iii)  to  read  as  follows: 

§  212.83  Priro  Rule. 

*  *  *  *  » 

(h)  Equal  application  among  classes 
of  purchaser.  •  *  • 

(2)  Special  Rules.  *  *  • 

(iii)  Certain  imports  of  propane,  bu¬ 
tane,  natural  gasoline  and,  natural  gas 
liquids  other  than  from  Canada  main¬ 
tained  in  a  separate  inventory.  Notwith¬ 
standing  the  provisions  of  paragraph  (1) 
above  with  respect  to  equal  application  of 
costs,  a  refiner  shall  apply  amounts  of 
increased  costs  unequally  to  the  weighted 
average  May  15, 1973  selling  prices  of  any 
imported  propane,  butane,  natural  gaso¬ 
line  or  natural  gas  liquids  other  than 
from  Canada,  if  separate  inventory  rec¬ 
ords  for  such  products  are  maintained 
pursuant  to  §  211.88(c)  and  provided 
that  the  increased  costs  for  such  imports 
are  computed  pursuant  to  the  following 
formula  and  further  provided  that  the 
increased  costs  so  computed  are  sub¬ 
tracted  from  the  amount  computed  in 
5  212.83(c)  (2)  (iii)  (D)  for  B,  when  <=4: 

J.*=B, 

Where: 

/«  —  The  total  dollar  amount  that  may  be 
applied  In  the  period  (the  current 

month)  to  the  May  15,  1973  selling  prices  of 
products  to  compute  maximum  allowable 
prices  for  these  products. 

B  =  The  "B”  factor  as  defined  in  §  212.83(c) 
(2)  (111)  (D) . 

«  =  Imported  propane,  butane,  natural 
gasoline  or  natural  gas  liquids  other  than 
from  Canada  maintained  In  a  separate  In¬ 
ventory  pursuant  to  1211.88(c). 

Increased  costs  so  calculated  shall  not 
be  available  for  recovery  in  the  prices  of 
other  natural  gas  liquids  or  other  pro¬ 
pane,  butane  or  natural  gasoline.  •  •  • 
***** 

9.  Paragraph  <f)  of  §  212.93  is  amended 
by  changing  its  title  and  revising  sub- 
paragraph  (2)  to  read  as  follows: 

§  212.93  Price  Rule. 

•  •  •  •  • 

(f)  Special  rules  for  natural  gas  liquid 

products.  •  •  • 

(2)  Separate  cost  of  product  in  inven¬ 
tory  for  certain  imported  propane,  bu¬ 
tane,  natural  gasoline  or  natural  gas  liq¬ 
uids.  Any  seller  of  imported  propane, 
butane,  natural  gasoline  or  natural  gas 
liquids  other  than  from  Canada,  shall 
determine  the  price  permitted  to  be 
charged  for  such  products  pursuant  to 
paragraph  (a)  of  this  section  by  calculat¬ 
ing  increased  product  costs  as  follows: 

(i)  With  respect  to  imported  propane, 
butane,  natural  gasoline  and  natural  gas 


liquids  for  which  separate  inventory  rec¬ 
ords  are  required  to  be  maintained  pur¬ 
suant  to  §  211.88(c),  for  each  such  sepa¬ 
rate  inventory  the  seller  shall  make  a 
separate  calculation  of  increased  product 
costs  as  defined  in  §  212.92  to  be  used  in 
determining  its  selling  price  for  such 
imports  pursuant  to  paragraphs  ( a>  and 
(b)  of  this  section,  writh  the  selling  prices 
for  propane  included  in  such  products 
not,  however,  subject  to  paragraph  (f) 
(1)  of  this  section.  Increased  costs  so 
calculated  shall  not  be  available  for  re¬ 
covery  in  the  prices  of  other  natural  gas 
liquids  or  other  propane,  butane  or  nat¬ 
ural  gasoline. 

(ii)  With  respect  to  any  quantity  of 
imported  propane,  butane,  natural  gaso¬ 
line  and  natural  gas  liquids  for  which  a 
separate  inventory  record  is  not  re- 
o.uired  to  be  maintained  pursuant  to 
§  211.88(c),  the  seller  shall  add  the  cost 
of  such  quantities  to  the  cost  of  all  other 
quantities  of  the  same  product  for  which 
separate  inventory  records  are  not  main¬ 
tained  pursuant  to  §  211.88(c)  or  pur¬ 
suant  to  §  212.92,  in  making  a  separate 
calculation  of  increased  product  costs  as 
defined  in  5  212.92  to  be  used  in  deter¬ 
mining  its  selling  price  for  all  sales  of 
products  other  than  those  maintained 
in  a  separate  inventory  pursuant  to 
5  211.88(c),  subject  to  all  other  pro¬ 
visions  of  this  section,  including  para¬ 
graph  (f) (1). 

*  •  •  *  • 

10.  A  new  paragraph  (g)  is  added  to 
§  212.167,  to  read  as  follows: 

§212.167  Allocation  of  increased  pro¬ 
duct  costs. 

*  •  •  •  • 

(g)  Separate  aggregation  and  alloca¬ 
tion  of  increased  costs  of  certain  im¬ 
ported  natural  gas  liquids  and  certain 
imported  propane,  butane  or  natural 
gasoline.  Anything  in  this  subpart  to  the 
contrary  notwithstanding,  if  purchased 
natural  gas  liquids,  or  purchased  pro¬ 
pane,  butane  or  natural  gasoline  are  or 
have  been  imported  other  than  from 
Canada  and  for  which  separate  inven¬ 
tory  records  are  required  to  be  main¬ 
tained  under  5  211.88(c),  increased  costs 
of  such  purchased  natural  gas  liquids  or 
such  purchased  propane,  butane  or  na¬ 
tural  gasoline  shall  be  separately 
calculated  for  each  such  separate  in¬ 
ventory  and  shall  be  allocated  to  the 
natural  gas  liquids  or  the  propane, 
butane  or  natural  gasoline  in  such  in¬ 
ventory.  Increased  costs  so  calculated 
shall  not  be  available  for  recovery  in  the 
prices  of  other  natural  gas  liquids  or 
other  propane,  butane  or  natural  gaso¬ 
line. 

[FR  Doc.77-23432  Filed  8-12-77:8:45  am] 


[  10  CFR  Part  212  ] 

RESALE  OF  CRUDE  OIL 

Amendments  to  Mandatory  Petroleum 
Price  Regulations 

AGENCY:  Federal  Energy  Administra¬ 
tion. 

ACTION:  Further  notice  of  proposed 
rulemaking  and  public  hearing. 


SUMMARY:  The  Federal  Energy  Ad¬ 
ministration  ("FEA”)  hereby  gives  no¬ 
tice  of  a  proposal  to  amend  the  Man¬ 
datory  Petroleum  Price  Regulations 
regarding  the  pricing  of  crude  oil  by 
resellers.  Written  comments  will  be  re¬ 
ceived  and  a  public  hearing  will  be  held 
with  respect  to  this  proposal.  The  pur¬ 
pose  of  this  rulemaking  proceeding  is  to 
develop  a  regulatory  system  that  is  well 
suited  to  the  particular  operations  of 
crude  oil  resellers.  In  this  regard,  FEA 
will  consider  the  issuance  of  a  Ruling 
addressed  to  the  proper  application  of 
the  existing  provisions  of  10  CFR  Part 
212,  Subpart  F  to  crude  oil  resellers,  as 
well  as  prospective  and/or  retroactive 
amendments  to  the  price  regulations 
with  respect  to  crude  oil  resellers. 

DATES:  Comments  by  Thursday,  Sep¬ 
tember  15,  1977,  4:30  p.m.,;  Requests  to 
speak  by  Friday,  September  9,  1977,  4:30 
p.m.;  Hearing  dates:  Dallas  Hearing: 
Thursday,  September  15, 1977,  9:30  a.m.; 
Washington  Hearing:  Tuesday,  Sep¬ 
tember  20,  1977,  9:30  a.m. 

ADDRESSES:  All  comments  to:  Execu¬ 
tive  Communications,  Room  3317,  Fed¬ 
eral  Energy  Administration,  Box  NV, 
Washington,  D.C.  20461;  Requests  to 
speak: 

Dallas  Hearing:  Federal  Energy  Admin¬ 
istration,  Attn.  S.  Dickey,  P.O.  Box  3528, 
2626  West  Mockingbird  Lane,  Dallas, 
Texas  75235; 

Washington  Hearing:  Attn.  Executive 
Communications,  12th  and  Pennsylvania 
Avenue  NW„  Room  3317,  Box  NV,  Wash¬ 
ington,  D.C.  20461; 

Hearing  locations: 

Dallas  Hearing:  Federal  Energy  Training 
Room  2501,  2626  West  Mockingbird  Lane, 
Dallas,  Texas  75235; 

Washington  Hearing:  Room  2105,  2000 
M  Street  NW„  Washington,  D.C.  20461. 

FOR  FURTHER  INFORMATION  CON¬ 
TACT: 

Robert  C.  Gillette  (Hearing  Proce¬ 
dures),  Federal  Energy  Administra¬ 
tion.  Room  2214B.  2000  M  Street  NW., 
Washington,  D.C,,  20461,  202-254- 
5201. 

Ed  Vilade  (Media  Relations),  Federal 
Energy  Administration,  Room  3104, 
12th  and  Pennsylvania  Avenue  NW., 
Washington,  D.C.  20461,  202-566-9833. 
Daniel  J.  Thomas  (Office  of  Regulatory 
Programs),  Federal  Energy  Adminis¬ 
tration,  Room  2310,  2000  M  Street  NW., 
Washington,  D.C.  20461,  202-254-7477. 
Everard  A  Marseglia,  Jr.  (Office  of 
General  Counsel) ,  Federal  Energy  Ad¬ 
ministration,  Room  5138,  12th  and 
Pennsylvania  Avenue  NW.,  Washing¬ 
ton  D.C.  20461,  202-566-9567. 

SUPPLEMENTARY  INFORMATION : 

1.  Background. 

II.  This  Proceeding. 

III.  The  Nature  of  Crude  Oil  Reselling 
Operations. 

IV.  Proposed  Amendments: 

A.  Cost  of  “ Gathered  Crude  Oil”:  1.  Acqui¬ 
sition  cost; 

2.  Gathering  expenses:  (a)  Historic  prac¬ 
tice,  (b)  Specific  proposals. 
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B.  May  1973  Margins. 

C.  Transportation  Allowance. 

D.  “ Direct ”  Sales. 

E.  Resales  of  Imported  Crude  Oil. 

P.  Resales  of  Crude  Oil  by  Refiners. 

Q.  Crude  Oil  Exchanges. 

H.  Non-product  Cost  Allowances. 

I.  Brokers. 

J.  "Layering” . 

K.  Recordkeeping  and  Certifications:  1. 
Crude  Oil  Resellers  Worksheet; 

2.  Certifications. 

V.  Additional  Comments  Requested. 

VI.  Comment  Procedures:  A.  Written 
Comments; 

B.  Public  Hearings:  1.  Request  Procedure; 

2.  Conduct  of  the  Hearings. 

VII.  Other  Matters 

I.  Background 

On  October  14,  1976,  PEA  issued  a  No¬ 
tice  entitled  “Clarifications  to  Manda¬ 
tory  Petroleum  Price  Regulations  Appli¬ 
cable  to  the  Resale  of  Crude  Oil”  (41  PR 
47077,  October  27,  1976).  In  the  October 
14  Notice,  FEA  recognized  that  while  10 
CFR  Part  212,  Subpart  P  is,  by  its  own 
terms,  applicable  to 

Each  sale  of  a  covered  product  (other  than 
the  first  sale  of  crude  oU)  by  reseUen,  re¬ 
seller-retailers.  and  retailers,  to  each  sale  of 
crude  oU  (other  than  the  first  sale)  by  a 
refiner  Its  application  to  crude  oil  resellers 
has  raised  Interpretive  questions  because 
of  certain  significant  respects  In  which  the 
historic  business  methods  of  crude  oil  re¬ 
sellers  differ  from  those  generally  employed 
by  resellers  of  other  covered  products. 

Moreover,  other  questions  had  arisen  be¬ 
cause  the  price  regulations  applicable  to 
first  sales  of  domestic  crude  oil  (10  CFR 
Part  212,  Subpart  D)  are  significantly 
different  than  the  regulations  applicable 
to  covered  products  other  than  crude 
oil.  These  factors  led  FEA  to  consider 
whether  some  modification  and/or  clari¬ 
fication  of  Subpart  F  might  be  appropri¬ 
ate  to  recognize  the  unique  aspects  of 
crude  oU  reselling. 

FEA  did  not  in  the  October  14  Notice 
propose  specific  regulatory  amendments. 
Rather  FEA  set  forth  in  as  much  detaU 
as  possible  the  issues  that  have  faced 
crude  oil  resellers  with,  respect  to  the 
proper  application  of  Subpart  F  to  crude 
oil  resales,  as  well  as  FEA’s  tentative 
conclusions  with  respect  to  these  issues, 
Indicating  that  primary  consideration 
would  be  given  to  interpretive  rulings 
and  regulatory  amendments  that  are 
both  administratively  feasible  and  con¬ 
sistent  with  the  objectives  of  section 
4(b)(1)  of  the  Emergency  Petroleum 
Allocation  Act  of  1973  (“EPAA”). 

More  than  forty  comments  were  re¬ 
ceived  in  response  to  the  October  14 
Notice,  and  a  public  hearing  was  held  on 
November  19,  1976,  at  which  oral  state¬ 
ments  were  received  from  eighteen  in¬ 
terested  persons.  After  consideration  of 
all  the  comments  received,  as  well  as 
other  information  available  to  FEA  at 
this  time,  FEA  has  concluded  that,  be¬ 
fore  any  final  action  is  taken  with  re¬ 
spect  to  resolution  of  the  issues  set  forth 
In  the  October  14  Notice,  additional 
written  and  oral  comments  will  be  re¬ 
quested.  For  this  purpose,  FEA  has  pro¬ 
posed  specific  regulatory  amendments. 
If  adopted,  these  amendments  will  be¬ 
come  effective  prospectively  from  the 


date,  of  their  adoption.  Additionally,  at 
the  conclusion  of  this  proceeding,  FEA 
proposes  to  issue  a  formal  Ruling  ad¬ 
dressed  to  the  interpretive  questions 
contained  in  the  October  14  Notice.  The 
Ruling  would  apply  the  provisions  of 
Subpart  F,  which  were  in  effect  prior  to 
the  adoption  of  any  regulatory  amend¬ 
ments  proposed  in  this  Notice,  to  resales 
of  crude  oil.  Alternatively.  FEA  also 
solicits  comments  as  to  whether  all  or  a 
part  of  the  proposals  set  forth  herein 
should  be  adopted  on  a  retroactive  basis. 

II.  This  Proceeding 

In  this  proceeding,  FEA  sets  forth  in 
detail  its  understanding  of  the  basic 
nature  of  crude  oil  reselling  operations, 
in  order  to  afford  interested  persons  as 
much  of  an  opportunity  as  possible  to 
comment  on  the  proposals  set  forth  in 
this  Notice,  Inasmuch  as  the  accuracy 
of  the  factual  basis  for  these  proposals 
is  vital  to  the  ability  of  resellers  gen¬ 
erally  to  adapt  to  any  final  amendments 
that  may  emerge  from  this  rulemaking 
proceeding,  interested  persons  are  urged 
to  comment  to  the  greatest  extent  possi¬ 
ble  on  FEA’s  understanding — as  set  forth 
in  this  Notice — of  the  nature  of  crude 
oil  reselling  operations.  Where  the  com¬ 
mander  believes  that  FEA’s  understand¬ 
ing  of  the  nature  of  this  aspect  of  the 
industry  is  not  clear,  comments  should 
be  as  specific  as  possible.  In  this  way, 
FEA  will  be  able  better  to  develop  the 
most  practical  regulatory  scheme  for 
crude  oil  resellers. 

Also,  in  this  proceeding  FEA  solicits 
additional  comments  addressed  to  the 
interpretive  questions  contained  in  the 
October  14  Notice,  that  will  aid  FEA  in 
its  interpretation  of  the  proper  applica¬ 
tion  to  crude  oil  resellers  of  the  provi¬ 
sions  of  Subpart  F  in  effect  prior  to  the 
adoption  of  any  of  the  regulatory 
amendments  proposed  in  this  Notice. 
Comments  addressed  to  the  historical 
application  of  Subpart  F  to  crude  oil 
resellers  should  be  clearly  identified  and 
separated  from  comments  addressed  to 
the  proposed  amendments  discussed 
below. 

III.  The  Nature  of  Crude  Oh  Reselling 
Operations 

With  respect  to  domestic  crude  oil, 
crude  oil  resellers  search  for  new  sources 
of  crude  oil  production,  then  gather, 
collect,  and  transport  the  crude  oil  they 
find  to  its  ultimate  destination,  the 
refinery.  The  crude  oil  reseller  generally 
takes  title  to  crude  oil  at  one  or  more 
leases  from  the  producer  or  royalty 
owner  in  the  “first  sale”  as  that  term  is 
defined  in  10  CFR  212.72.  Crude  oil  of 
a  particular  type  is  thus  “gathered”  by 
the  reseller  in  relatively  small  volumes 
from  several  properties  within  a  geo¬ 
graphical  area  known  as  a  “field”  and 
transported  by  the  reseller  in  its  trucks 
or  through  its  owned  and  operated  pipe¬ 
lines  (“gathering  lines”)  to  a  “recep¬ 
tion  station,”  which  acts  as  a  collection 
and  distribution  point  for  crude  oil  of  a 
similar  type  gathered  from  a  single 
field.  The  reception  station  is  basically 
comprised  of  relatively  low-volume  crude 
oil  holding  tanks  located  at  or  very  near 


a  larger  pipeline  (“trunk  line”).  Al¬ 
though  a  particular  crude  oil  reseller 
may  gather  as  much  as  100,000  barrels 
of  crude  oil  in  a  single  month  to  a  single 
reception  station,  the  storage  capacity 
of  that  station  may  only  be  capable  of 
holding  1,000  barrels  at  any  one  time. 
The  nature  of  crude  oil  reselling  is  such 
that  the  basic  purpose  is  to  move  the 
crude  oil  from  the  production  site  to  the 
refinery,  rather  than  to  hold  it  “in 
inventory”  at  any  particular  location. 

To  a  lesser  extent  the  reseller  may 
transport  the  crude  oil  from  the  lease 
by  truck  directly  to  a  nearby  refinery, 
or  to  a  still  lesser  extent  may  transport 
crude  oil  from  the  lease  by  truck  to  a 
reception  station  owned  by  a  second  re¬ 
seller  for  sale  or  exchange  with  the  sec¬ 
ond  reseller.  The  latter  situation  might 
arise  where  the  first  reseller  has  been 
successful  in  obtaining  the  right  to  pur¬ 
chase  a  new  source  of  crude  oil  in  an 
existing  field  which  is  already  served  by 
a  gathering  system  owned  and  operated 
by  the  second  reseller.  Where  the  crude 
oil  is  gathered  to  a  reception  station  not 
owned  by  the  reseller  who  gathered  the 
crude  oil,  it  may  be  sold,  in  some  cases, 
to  the  reseller  who  owns  the  reception 
station.  However,  Inasmuch  as  control 
of  the  crude  oil  is  important  to  resellers 
typically  the  gathering  reseller  ex¬ 
changes  the  crude  oil  for  crude  oil  owned 
by  the  second  reseller  and  located 
elsewhere. 

A  reseller  may  own  and  operate  sev¬ 
eral  different  “gathering  systems,”  each 
with  its  own  gathering  lines  and  recep¬ 
tion  station  serving  a  particular  field. 
The  same  reseller  may  also  own  and 
operate  a  number  of  trucks  for  gather¬ 
ing  crude  oil  in  other  locations.  At  any 
particular  reception  station,  the  reseller 
may  maintain  separate  tanks  for  differ¬ 
ent  grades  of  crude  oil.  For  example,  a 
station  may  have  one  tank  for  “sweet” 
crude  oil  and  another  tank  for  "sour" 
crude  oil. 

Once  the  crude  oil  has  been  gathered 
at  a  reception  station  it  passes  into  a 
trunk  line.  Whereas  the  gathering  lines 
are  small  pipelines  used  to  collect  crude 
oil  in  relatively  small  volumes  from  sev¬ 
eral  production  sites  for  collection  at  a 
central  station,  trunk  lines  are  generally 
laTger  pipelines  which  are  used  to  trans¬ 
port  the  gathered  crude  oil  to  the  refin¬ 
ery.  Trunk  lines  are  owned  and  operated 
privately  by  resellers  and  refiners,  or  are 
owned  and  operated  as  common  carriers 
by  firms  which  do  not  take  title  to  the 
crude  oil.  Thus,  once  the  crude  oil  has 
been  gathered  to  a  reception  station,  it 
may  be  transported  to  a  refinery  in  one 
of  the  following  ways: 

( 1 )  where  the  trunk  line  is  owned  and 
operated  by  the  reseller,  the  reseller  re¬ 
tains  title  to  the  crude  oil  and  incurs  the 
expenses  associated  with  transporting 
the  crude  oil  through  the  pipeline  until  it 
reaches  the  refinery  where  title  passes  to 
a  refiner; 

(2)  where  the  trunk  line  is  owned  and 
operated  by  a  refiner,  title  passes  to  the 
refiner  when  the  crude  oil  enters  the 
pipeline,  and  the  refiner  incurs  the  ex¬ 
penses  associated  with  transporting  the 
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crude  oil  through  the  pipeline  until  it 
reaches  the  refinery; 

(3)  where  the  pipeline  is  operated  as  a 
common  carrier,  title  normally  passes  to 
the  refiner  when  the  crude  oil  enters  the 
pipeline,  and  the  refiner  pays  the  com¬ 
mon  carrier  pipeline  tariff  from  that 
point  to  the  refinery  ;  or 

(4)  where  the  pipeline  is  owned  and 
operated  by  another  reseller  of  crude 
oil,  title  to  the  crude  oil  normally  passes 
to  the  second  reseller,  who  incurs  the  ex¬ 
penses  associated  with  transporting  the 
crude  oil  through  the  pipeline  until  it 
reaches  the  refinery  where  title  passes 
to  a  refiner. 

Three  variations  of  (3)  may  also  oc¬ 
cur:  (a)  title  to  the  crude  oil  may  be 
retained  by  the  reseller,  who  pays  the 
common  carrier  pipeline  tariff  from  the 
reception  station  to  the  refinery,  in  which 
event  the  refiner  is  invoiced  by  the  re¬ 
seller  separately  for  transportation;  (b) 
the  reseller  may  exchange  the  crude  oil 
with  a  different  reseller  for  crude  oil 
located  elsewhere;  or  (c)  the  refiner  may 
take  title  to  the  crude  oil  and  exchange 
it  with  a  different  refiner  for  crude  oil 
located  elsewhere.  While  FEA  believes 
that  other  variations  are  also  possible, 
those  outlined  above  are  understood  to 
represent  the  majority  of  crude  oil 
transactions  at  the  trunk  line  level. 

FEA  understands  the  acquisition,  sale, 
and  exchange  operations  of  resellers  of 
Imported  crude  oil  to  be  generally  par¬ 
allel  to  the  operations  of  resellers  of  do¬ 
mestic  crude  oil  after  the  imported  crude 
oil  has  been  landed  in  the  United  States. 
Duties  and  import  fees  are  paid  and  ad¬ 
justed  to  calculate,  as  set  forth  in  10 
CFR  212.83  and  212.84,  the  landed  cost 
of  the  crude  oil.  Imported  crude  oil 
sales  by  resellers  which  occur  after  the 
first  sale  of  the  imported  crude  oil  into 
U.S.  commerce  would  be  subject  to  the 
proposed  regulations  in  the  same  man¬ 
ner  as  resales  of  domestic  crude  oil. 

Hie  foregoing  discussion  of  the  opera¬ 
tions  of  crude  oil  resellers  outlines  the 
predominant  methods  of  operation  used 
by  crude  oil  resellers,  as  currently  un¬ 
derstood  by  FEA.  FEA  welcomes  com¬ 
ments  addressed  to  errors  or  omissions 
in  the  foregoing  discussion. 

IV.  Proposed  Amendments 

Even  from  the  brief  discussion  set 
forth  above,  it  is  clear  that  the  opera¬ 
tions  of  crude  oil  resellers  generally  dif¬ 
fer  significantly  from  the  operations  of 
resellers  of  other  covered  products  to 
the  extent  that  there  is  sufficient  justi¬ 
fication  for  developing  a  unique  regula¬ 
tory  scheme  to  be  applied  to  this  sector 
of  the  petroleum  industry.  Because  crude 
oil  resellers  provide  basically  a  gathering 
and  transportation  service  (that  of  mov¬ 
ing  the  crude  oil  from  its  production 
source  to  the  refinery) ,  it  is  difficult  for 
the  crude  oil  reseller  to  calculate  its  in¬ 
creased  costs  by  reference  to  a  “product 
in  inventory’’  in  the  same  way  as  resell¬ 
ers  of  other  covered  products.  The  pro¬ 
posals  set  forth  below  are  designed  to 
provide  resellers  with  a  method  for  de¬ 
termining  maximum  permissible  prices 
which  is  both  consistent  with  the  pur¬ 


poses  and  requirements  of  the  EPAA, 
and  which  FEA  believes  would  be  adapt¬ 
able  to  most  resellers  of  crude  oil. 

The  amendments  proposed  today  rep¬ 
resent  a  significant  departure  from  the 
regulatory  scheme  under  which  resellers 
and  retailers  determine  maximum  per¬ 
missible  selling  prices.  Subpart  F  pro¬ 
vides  generally  for  maximum  lawful 
prices  in  sales  of  covered  products  by 
resellers  to  be  determined  with  reference 
to  lawful  prices  charged  in  transactions 
with  each  class  of  purchaser  by  that 
seller  on  May  15,  1973.  Under  Subpart  F 
increases  in  the  seller’s  product  costs 
above  May  15,  1973  levels  may  be  passed 
through  equally  among  all  classes  of  pur¬ 
chaser  on  a  dollar-for-dollar  basis;  in¬ 
creases  in  certain  of  the  seller's  non¬ 
product  costs  may  be  passed  through 
only  to  the  extent  permitted  by  10  CFR 
212.93(b).  Increases  in  a  seller’s  product 
costs  are  measured  by  the  difference  be¬ 
tween  the  current  weighted  average  unit 
costs  of  the  product  in  inventory,  and 
the  weighted  average  unit  cost  of  the 
same  product  in  inventory  on  May  15, 
1973. 

However,  the  weighted  average  unit 
cost  of  a  particular  “product  in  inven¬ 
tory”  concept  appears  to  be  unnecessarily 
burdensome  to  crude  oil  resellers  because 
“crude  oil”  is  not  a  product  generally 
held  for  resale  in  “inventories”  of  sig¬ 
nificant  volumes.  Accordingly,  FEA  be¬ 
lieves  that  the  “product  in  inventory” 
concept  is  not  particularly  well  suited 
for  determining  maximum  permissible 
selling  prices  for  crude  oil  resellers, 
either  on  a  firm-wide  basis,  or  on  a  re¬ 
gional  or  location-by-location  basis. 
Moreover,  FEA  believes  that  in  determin¬ 
ing  a  maximum  permissible  price  for  any 
particular  resale  of  crude  oil,  certain 
cost  elements  of  that  price  are  appropri¬ 
ately  determined  on  a  periodic  basis  with 
respect  to  all  crude  oil  transactions  at  a 
particular  station,  while  other  cost  ele¬ 
ments  of  that  price  are  likely  to  vary  so 
disparately  from  transaction  to  transac¬ 
tion  as  to  make  periodic  calculations 
inappropriate.  For  example,  with  respect 
to  the  price  paid  for  crude  oil.  FEA  be¬ 
lieves,  as  more  fully  discussed  below,  that 
a  reseller  is  able  to  determine  each  month 
the  weighted  average  acquisition  cost  for 
all  crude  oil  gathered  to  a  particular  sta¬ 
tion.  Likewise,  FEA  believes  that  an  aver¬ 
age  per-barrel  gathering  expense  at  each 
station  is  also  easily  determined  for  most 
crude  oil  resellers  for  each  month.  Fur¬ 
ther,  FEA  believes  that  resellers  have 
customarily  used  these  average  costs  in 
the  management  of  each  station.  The 
use  of  such  average  costs  for  establishing 
the  current  acquisition  cost  for  all  crude 
oil  gathered  to  each  station  would  appear 
to  be  equitable,  practical,  and  result  in 
the  identification  of  those  costs  which 
may  appropriately  be  passed  on  to  the 
purchasers  of  that  crude  oil.  The  ex¬ 
pense  involved  in  transporting  the  crude 
oil  from  a  particular  gathering  station 
to  the  reseller’s  purchaser,  however,  is 
more  likely  to  vary  considerably  among 
transactions  depending  upon  the  dis¬ 
tance  that  the  crude  oil  must  be  trans¬ 
ported,  so  that  the  use  of  a  single  month¬ 


ly  average  transportation  cost  for  a  sta¬ 
tion  would  not  be  appropriate. 

Thus,  FEA  proposes  that  in  any  resale 
of  crude  oil,  the  reseller  determine  its 
maximum  permissible  price  according  to 
the  following  three  factors; 

( 1 )  For  each  reception  station  the  reseller 
would  determine  a  per-barrel  "cost  of  gath¬ 
ered  crude  oil.”  nils  cost  would  be  comprised 
of  two  elements:  the  weighted  average  per- 
barrel  acquisition  cost  of  all  crude  oil  of  a 
similar  type  purchased  and  gathered  to  that 
reception  station  in  that  month,  and  the 
weighted  average  per-barrel  expense  associ¬ 
ated  with  gathering  all  of  the  crude  oil  acqui¬ 
sitions  to  that  station  in  that  month. 

(2)  The  reseller  would  determine  its  “per¬ 
missible  margin”  to  be  the  weighted  average 
per-barrel  margin  applicable  to  all  sales  of 
crude  oil  by  the  particular  reseller  In  the 
month  of  May  1973. 

(3)  In  each  sale,  the  reseller  would  be  per¬ 
mitted  to  determine  a  "transportation  allow¬ 
ance”  to  represent  the  cost  of  transportation, 
if  any.  associated  with  moving  the  “gathered 
crude  oil”  to  the  point  of  sale. 

In  any  sale,  the  maximum  permissible 
price  would  be  the  sum  of  the  “cost  of 
gathered  crude  oil”  in  that  particular 
month,  plus  the  reseller’s  “permissible 
margin,”  plus  a  "transportation  allow¬ 
ance”  for  any  transportation  expenses 
incurred  by  the  reseller  after  the  crude 
oil  is  gathered. 

Where  a  sale  involves  crude  oil  pur¬ 
chased  in  the  first  sale  from  the  producer 
and  transported  by  truck  directly  to  the 
point  of  sale  by  the  reseller,  without  hav¬ 
ing  passed  through  any  reception  sta¬ 
tion,  the  maximum  permissible  price 
would  be  the  "cost  of  gathered  crude  oil” 
for  that  month,  plus  the  reseller’s  “per¬ 
missible  margin,”  but  would  not  include 
any  “transportation  allowance.”  In  such 
transactions,  the  reseller  would  deter¬ 
mine  a  weighted  average  “cost  of  gath¬ 
ered  crude  oil”  for  all  crude  oil  of  a  sim¬ 
ilar  grade,  purchased  and  gathered  by 
truck  in  that  month,  and  delivered  di¬ 
rectly  to  the  purchaser. 

a.  "cost  of  gathered  crude  oil” 

As  indicated  above,  FEA  believes  that 
this  element  of  a  reseller’s  maximum 
permissible  price  can  be  reduced  to  a 
single  per-barrel  cost  applicable  to  all 
resales  of  crude  oil  of  a  similar  type  from 
a  particular  reception  station  each 
month.  The  two  elements  of  this  cost 
are  acquisition  cost  and  gathering  ex¬ 
pense. 

1.  Acquisition  cost.  FEA  understands 
that  resellers  have  generally  structured 
gathering  systems  so  that  each  system  is 
designed  to  serve  a  single  field.  Accord¬ 
ingly,  all  crude  oil  purchased  for 
gathering  to  a  particular  station  is  gener¬ 
ally  of  a  single  grade  (e.g..  West  Texas 
Intermediate).  *Ihe  exception  to  this 
practice  is,  as  noted  above,  where  both 
"sweet”  crude  oil  and  “sour”  crude  oil 
are  gathered  to  a  single  reception  station 
and  maintained  in  separate  tanks. 

Inasmuch  as  the  reseller  typically 
purchases  crude  oil  in  the  first  sale  from 
the  producer  or  royalty  owner,  the  pur- 
chaed  price  (except  for  exempt  crude 
oil  or  crude  oil  purchased  from  another 
reseller)  will  be  no  higher  than  the  ap¬ 
plicable  ceiling  price  for  lower  or  upper 
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tier  crude  oil.  Furthermore,  the  cost  of 
crude  oil  purchased  in  a  first  sale  from 
the  producer  or  royalty  owner  of  a  single 
field  typically  has  a  constant  value,  i.e., 
a  single  field -wide  ceiling  price  (with  ap¬ 
propriate  gravity  price  differential  ad¬ 
justments  as  discussed  below)  applicable 
to  all  transactions  within  any  particular 
month. 

In  the  case  of  stripper  well  crude  oil. 
FEA  understands  that  mid -month  first 
sale  price  changes  are  not  prevalent,  so 
that  its  price  in  general  should  also  be 
constant  in  any  month.  Inasmuch  as 
crude  oil  is  gathered  from  a  single  field 
over  the  course  of  a  month,  and  a  single 
price  is  paid  for  that  crude  oil,  the  re¬ 
seller  should  be  able  readily  to  determine 
an  average  acquisition  cost  for  that  crude 
oil  each  month. 

The  cost  of  crude  oil  from  a  field  will 
vary  with  the  quality  of  the  crude  oil 
and  the  ceiling  price  which  is  applicable 
to  sales  of  the  crude  oil.  Where  a  re¬ 
seller  stores  a  grade  of  crude  oil  separate 
from  other  crude  oil  stored  at  the  recep¬ 
tion  station,  the  acquisition  cost  for  that 
type  of  crudfe  oil  would  be  determined  by 
averaging  the  costs  of  gathering  all  crude 
oil  of  that  type  to  the  reception  station. 
However,  as  discussed  below,  the  reseller 
would  compute  a  single  weighted  average 
gathering  cost  for  all  crude  oil  of  both 
types  gathered  to  the  reception  station 
each  month. 

Since  all  lower  tier,  upper  tier,  and 
exempt  crude  oil  must  be  “tracked”  from 
the  point  of  acquisition  until  its  ultimate 
destination,  it  is  necessary  for  crude  oil 
resellers  to  determine,  with  respect  to 
each  reception  station,  per-barrel 
weighted  average  acquisition  costs  each 
month  for  lower  tier,  upper  tier,  and  ex¬ 
empt  crude  oil  purchases. 

FEA  also  understands  that  it  has  been, 
and  continues  to  be  the  practice  of  some 
resellers  (as  an  additional  service  to  the 
producer)  to  pay  severance  or  produc¬ 
tion  taxes,  and  then  to  make  appropriate 
deductions  for  such  payments  in  the 
monthly  payment  to  the  producer.  Where 
such  a  service  is  rendered,  it  would  be 
appropriate  for  the  reseller,  in  determin¬ 
ing  its  crude  oil  acquisition  cost,  to  in¬ 
clude  any  direct  payments  to  state  or 
local  authorities  for  severance  or  produc¬ 
tion  taxes  as  long  as  such  tax  payments, 
combined  with  the  adjusted  payments 
to  the  producers,  do  not  reflect  a  price 
paid  in  excess  ofthe  ceiling  prices  appli¬ 
cable  to  such  crude  oil. 

To  the  extent  that  resellers  for  any 
reason  cannot  determine  single  per-bar¬ 
rel  weighted  average  acquisition  costs 
at  each  reception  station  for  the  three 
categories  (lower  tier,  upper  tier,  and 
exempt  crude  oil),  FEA  solicits  com¬ 
ments  addressed  to  alternative  meth¬ 
ods  for  determining  acquisition  costs. 
The  preceding  discussion  is  premised 
upon  the  assumption  that  most  resellers 
have  structured  their  individual  gather¬ 
ing  systems  so  as  to  handle  only  crude 
oil  of  a  particular  type.  If  this  is  not 
the  case,  FEA  will  consider  alternative 
methods  for  determining  crude  oil  ac¬ 
quisition  costs.  It  might  be  necessary, 
for  example,  to  determine  a  different 


weighted  average  acquisition  cost  for 
each  grade  of  crude  oil  (if  a  single  re¬ 
ception  station  is  the  collection  point 
for  more  than  a  single  grade) . 

FEA  also  solicits  comments  addressed 
to  whether,  within  a  particular  gather¬ 
ing  system,  separate  cost  determina¬ 
tions  need  to  be  made  with  respect  to 
each  grade  and  quality  of  crude  oil.  Un¬ 
der  the  proposal  as  set  forth  above,  a  re¬ 
seller  would  weight-average  all  pur¬ 
chases  of  crude  oil  gathered  to  a  par¬ 
ticular  reception  station  each  month, 
without  regard  to  gravity  price  differ¬ 
entials.  For  example,  assume  that  a  re¬ 
seller  made  the  following  purchases  of 
crude  oil  in  a  particular  month  to  be 
gathered  to  Reception  Station  A: 

LOWER  TIER 

500  barrels  34*  API  at  $5.34  =  $2,670 

1.500  barrels  36a  API  at  $5.38= $8,070 

1,300  barrels  38 •  API  at  $5.42  =  $7,046 

UPPER  TIER 

1,750  barrels  34*  API  at  $11 .30  =  $19,775 

2,000  barrels  36*  API  at  $1 1 .34  =  $22,680 
500  barrels  38*  API  at  $11.38=  $5,690 

STRIPPER 

500  barrels  34*  API  at  $13.00  =  $6,500 
300  barrels  36*  API  at  $13.04= $3,912 
600  barrels  38*  API  at  $13.08  =  $7,848 

Under  the  proposal  issued  today,  the  re¬ 
seller’s  per-barrel  weighted  average 
acquisition  costs  for  each  category  at  the 
particular  reception  station  that  month 
would  be  as  follows: 

LOWER  TIER 

$5.39 

UPPER  TIER 

$11.33 

STRIPPER 

$13.04 

While  FEA  believes  that  the  weight 
averaging  of  acquisition  costs  as  shown 
above  is  consistent  with  the  practice  of 
most  crude  oil  resellers,  comments  are 
solicited  on  whether  more  flexibility  is 
needed  with  respect  to  determining 
acquisition  costs. 

For  example,  in  cases  where  different 
quantities  of  crude  oil  of  various  grades 
and  qualities  are  all  stored  in  the  same 
tank,  the  resulting  crude  oil  will  be  of  a 
grade  and  quality  which  is  an  average  of 
the  types  of  crude  oil  which  were  mixed 
together  in  the  storage  tank.  This  aver¬ 
age  quality  may  not  remain  the  same 
over  the  course  of  a  month,  however,  due 
to  the  differing  qualities  of  the  crude  oil 
which  enters  the  storage  mix.  Where  the 
average  quality  of  the  mix  varies  sub¬ 
stantially  from  day  to  day  or  from 
transaction  to  transaction,  more  flexi¬ 
bility  may  be  needed  in  determining  ac¬ 
quisition  costs  which  more  accurately 
reflect  the  value  of  the  mix  at  any  par¬ 
ticular  time.  Thus,  FEA  solicits  com¬ 
ments  on  the  extent  to  which  such  mix¬ 
ing  occurs,  and  whether  the  additional 
flexibility  discussed  above  is  needed  by 
resellers  in  general. 

As  an  alternative  method  erf  deter¬ 
mining  the  acquisition  co6t  of  crude  oil, 
FEA  solicits  comments  on  a  method 
which  would  permit  acquisition  ooeta  to 
be  determined  on  a  transaction  basis. 
Where  a  reseller  operates  a  single  station 


through  which  it  gathers  and  resells 
“sweet”  crude  oil  for  the  first  half  of 
a  month  and  “sour”  crude  oil  for  the 
second  half  of  a  month,  such  a  reseller 
might  be  unable  to  determine  a  per-bar¬ 
rel  weighted  average  acquisition  cost  for 
all  crude  oil  gathered  to  that  station 
during  the  month  because  of  the  dis¬ 
parate  price  paid  for  the  two  grades  of 
crude  oil.  To  require  such  a  reseller  to 
compute  a  single  weighted  average  acqui¬ 
sition  cost  for  both  types  of  crude  oil 
grade  and  the  undervaluing  of  the  second 
would  result  in  the  overvaluing  of  one 
grade.  While  FEA  does  not  believe  that 
many  crude  oil  resellers  would  need  the 
flexibility  afforded  by  this  method  of 
computing  acquisition  costs — but  would 
find  it  unnecessarily  cumbersome — FEA 
solicits  comments  on  whether  this  alter¬ 
native  might  be  an  appropriate  option 
for  certain  resellers. 

2.  Gathering  expenses.  .Under  today's 
proposal,  gathering  expenses  are  the  ex¬ 
penses  associated  with  moving  the  crude 
oil  from  the  production  site  to  the  re¬ 
seller’s  reception  station,  or.  where  the 
crude  oil  does  not  enter  a  reception  sta¬ 
tion,  the  expenses  associated  with  mov¬ 
ing  the  crude  oil  from  the  production 
site  to  the  purchaser  (“direct  sales"  as 
discussed  below).  Gathering  expenses 
would  include  the  expenses  associated 
with  owning  and  operating  the  trucks 
and  pipelines  used  to  move  the  crude 
oil,  but  would  not  include  any  expenses 
associated  with  other  producer  “serv¬ 
ices,”  such  as  the  maintenance  of  lease 
tanks,  and  would  not  include  expenses 
associated  with  locating  or  acquiring 
sources  of  crude  oil.  such  as  the  pur¬ 
chase  of  options  to  buy  lease  production. 

(a)  Historical  practice.  FEA  is  aware 
that  price  bulletins  in  effect  on  May  15, 
1973  (and  on  September  30,  1975  for 
new,  released  and  stripper  well  crude  oil 
at  that  time)  often  specified  that  serv¬ 
ices  such  as  the  delivery  of  crude  oil  to 
facilities  owned  and  operated  by  the  pur¬ 
chaser  were  to  be  borne  by  the  producer. 
Two  examples  of  such  conditions  of  price 
bulletins  are  as  follows : 

subject  to  change  without  notice  and  sub¬ 
ject  to  the  terms  and  conditions  of  its 
division  orders  and  other  contracts,  (pur¬ 
chaser)  wUl  pay  the  posted  prices  on  the 
following  page  per  42-gallon  barrel  of 
marketable  crude  oil  and  condensate  not  to 
exceed  7.5  Reid  Vapor  Pressure  of  the  fol¬ 
lowing  types  and  grades  purchased  by  it 
and  delivered  for  its  account  into  the  cus¬ 
tody  of  its  authorised  carrier  or  receiving 
agency.  (Emphasis  added.) 

Subject  to  change  without  notice  and 
subject  to  the  terms  and  conditions  of  its 
division  orders  and  other  contracts,  (pur¬ 
chaser)  will  pay  the  following  posted  prices 
per  barrel  of  42  United  States  gallons  for 
marketable  crude  oil  and  condensate,  not 
exceeding  7.5  Reid  Vapor  Pressure  •  •  • 
delivered  into  the  faculties  designated  by 
( purchaser );  provided,  however,  that  any 
transportation  charges  from  the  lease  tanks 
into  the  facilities  designated  shall  be  borne 
by  the  seller.  (Emphasis  added.) 

Where  such  transportation  charges  were 
nevertheless  incurred  by  the  purchaser, 
a  corresponding  downward  adjustment 
In  the  posted  price  was  required.  For 
example: 
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As  to  crude  oil  and  condensate  transported 
In  media  other  than  common  carrier  pipe¬ 
line,  these  (posted)  prices  may  be  reduoed 
by  an  amount  not  exceeding  the  per  barrel 
cost  of  such  transportation. 

Accordingly,  in  the  interest  of  uni¬ 
formity,  and  in  order  to  ensure  against 
the  reduction  of  services  traditionally 
charged  to  or  performed  by  the  producer 
as  a  means  to  obtain  a  price  in  excess  of 
that  permitted  under  the  price  regula¬ 
tions,  FEA  has  made  it  clear  that 

In  establishing  (ceiling  prices)  by  reference 
to  (May  15,  1973  and  September  30,  1975 
posted  prices),  the  price  currently  charged 
shall  include  all  services  that  were  included 
in  the  reference  posted  price  •  •  •.  (Emphasis 
added.  41  PR  4931  at  4935,  February  3,  1976.) 

Based  upon  comments  received  by  FEA 
in  response  to  the  October  14  Notice, 
however,  FEA  believes  that  there  is  no 
uniform  historic  practice  with  respect  to 
the  amounts  of  these  deductions  from 
posted  prices  or  the  manner  in  which 
they  have  been  made  where  such  serv¬ 
ices  have  been  performed  by  the  pur¬ 
chaser  (reseller).  According  to  comments 
submitted  in  response  to  the  October  14 
Notice,  one  large  crude  oil  reseller  has 
employed  several  different  practices  with 
respect  to  deductions  from  posted  prices 
to  reflect  transportation,  or  for  a  “mar¬ 
keting  allowance”  as  it  is  sometimes 
referred  to  by  this  particular  reseller: 

In  some  cases,  the  producer  was  paid  toe 
full  posted  price  for  toe  crude  oU,  and  a  mar¬ 
keting  allowance  was  deducted,  resulting  in 
a  net  payment  to  toe  producer  below  toe 
posted  price.  In  other  cases,  the  crude  oil 
was  purchased  •  •  •  at  a  price  below  the 
posted  price,  and  no  marketing  allowance 
was  separately  stated.  Of  course,  In  those 
cases  the  price  to  the  producer  may  well  have 
been  based  upon  a  deduction  from  toe  posted 
price  for  a  marketing  allowance,  even  though 
the  deduction  Is  not  separately  stated.  In 
addition,  there  are  cases  In  which  It  appears 
that  no  marketing  allowance  deduction, 
stated  or  unstated,  was  made. 

FEA  understands  that  the  practice  of 
deducting  a  marketing  allowance 
(whether  stated  or  unstated)  from  the 
posted  price,  which  seems  to  be  the  most 
prevalent  historic  practice,  was  adopted 
by  most  resellers  so  that  sales  by  the  re¬ 
seller  into  a  major  pipeline  could  be  made 
at  the  posted  price.  In  this  way,  posted 
prices  historically  reflected  a  generally 
understood  price  for  crude  oil  delivered 
into  the  trunk  line,  and  resellers  could 
make  various  downward  adjustments  for 
prices  paid  in  the  first  sale  to  reflect 
transportation  and  service  fees  which 
were  likely  to  vary  from  property  to 
property,  depending  primarily  upon  the 
accessibility  of  the  particular  crude  oil  in 
relation  to  the  trunk  line.  Since  many 
purchases  by  resellers  seem  to  have  been 
made  at  the  posted  price  less  transporta¬ 
tion,  with  resales  made  at  the  posted 
price.  FEA  assumes  for  purposes  of  the 
proposals  set  forth  in  this  Notice  that 
the  “marketing  allowance”  deduction  has 
historically  represented  the  total  of  the 
reseller’s  gross  margin,  consisting  of  all 
expenses  associated  with  gathering  and 
reselling  the  crude  oil  (Including  admin¬ 
istrative  expenses)  and  also  providing 
the  reseller  a  margin  of  profit.  FEA 
solicits  comments  as  to  whether  this  con¬ 


clusion  is  accurate,  and  if  not,  as  to  the 
extent  to  which  it  is  at  variance  with  ac¬ 
tual  practice,  either  generally  (if  known) 
or  with  respect  to  specific  firms. 

With  the  advent  of  Cost  of  Living 
Council  (“CLC”)  Subpart  L  regulations 
in  August  1973,  in  which  ceiling  prices 
for  first  sales  of  domestic  crude  oil  were 
based  upon  the  highest  posted  price  in 
the  field,  a  deduction  is  required  to  be 
made  from  the  highest  posted  price  in 
the  event  that  the  reference  posting 
called  for  such  a  deduction.  ( See  Jack  W. 
Grigsby  d.b.a.  Grigsby  Oil  and  Gas,  5 
FEA  fi  80,829.)  Thus,  for  example,  where 
on  May  15,  1973  a  reseller  was  paying  its 
own  posted  price  of  $3.70  per  barrel  less 
a  “marketing  allowance”  deduction  of 
$0.25  per  barrel  as  specified  in  its  price 
bulletin,  for  a  net  first  sale  price  of  $3.45 
per  barrel,  and  where  that  particular 
reseller’s  May  15,  1973,  posted  price  was 
the  highest  in  the  field  according  to  the 
price  regulations,  the  ceiling  price  for 
that  grade  of  crude  oil  originally  per¬ 
mitted  under  CLC  regulations  would 
have  been  determined  as  follows,  so  long 
as  the  reseller  continued  to  provide 
transportation  according  to  the  terms  of 


the  price  bulletin: 

Gross  bulletin  price _ _ __  $3.  70 

Less  marketing  allowance _ .25 

Highest  May  15,  1973  posted  price _  3. 46 

Increase  permitted  by  CLC . .  .35 

Celling  price . . 8.80 


In  the  event  that  the  producer  began  to 
provide  the  transportation,  the  market¬ 
ing  allowance  deduction  would  no  longer 
have  been  appropriate,  and  the  ceiling 
price  would  have  become  $4.05  per  barrel. 

However,  the  price  paid  by  a  particular 
reseller  may  not  have  been  the  highest 
posted  price  in  the  field  on  May  15,  1973. 
In  the  example  above,  a  different  reseller 
may  have  been  posting  a  price  of  $3.55, 
where  the  reseller  was  to  provide  the 
transportation,  with  no  deduction  for  a 
marketing  allowance.  In  that  case,  for 
crude  oil  produced  and  sold  from  that 
particular  field,  the  ceiling  price  original¬ 
ly  permitted  under  CLC  regulations 
would  have  been  determined  as  follows, 
‘where  the  original  reseller  continued 


to  provide  transportation : 

Highest  posted  price . .  »3.  55 

Increase  permitted  by  CLC  _  .35 

Celling  price . . .  3,p0 


In  the  event  the  producer  began  to  pro¬ 
vide  transportation,  the  producer  could 
charge  a  reasonable  amount  for  such 
transportation. 

(b)  Specific  proposals.  The  foregoing 
discussion  is  necessary  to  an  understand¬ 
ing  of  the  amendments  proposed  in  this 
Notice.  Under  these  amendments,  a  re¬ 
seller  would  be  permitted  to  pass  through 
in  the  price  charged  in  each  sale  in  any 
month,  the  weighted  average  per-barrel 
expense  associated  with  gathering  all 
crude  oil  to  a  particular  reception  sta¬ 
tion.  In  determining  that  weighted  aver¬ 
age  unit  cost,  FEA  seeks  to  ensure  that 
only  those  expenses  which  are  attribu¬ 
table  to  gathering  the  crude  oil  to  the  re¬ 
ception  station  are  included,  and  that 


those  expenses  are  not  recovered  twice: 
once  as  a  deduction  from  the  posted  price 
and  again  as  a  separately  Invoiced  charge 
to  the  purchaser.  Accordingly,  “acquisi¬ 
tion  costs”  as  described  above  are  to  be 
based  upon  actual  first  sale  prices,  rather 
than  upon  ceiling  prices.  However,  com¬ 
ments  should  address  whether  this  or  any 
other  method  most  effectively  accom¬ 
plishes  this  objective. 

With  respect  to  the  specific  elements 
of  “gathering  expense”  FEA  proposes  the 
following : 

(1)  Trucks. — All  expenses  associated 
with  the  operation  and  maintenance  of 
trucks  used  by  the  reseller  to  transport 
crude  oil  from  the  point  of  purchase  to 
the  point  of  sale.  Such  expenses  would 
include  fuel,  repairs  and  maintenance. 
Interest,  and  drivers  salaries,  but  would 
exclude  depreciation  and  amortization  of 
capital  expenditures. 

(2)  Gathering  lines. — All  expenses  as¬ 
sociated  with  the  operation  and  main¬ 
tenance  of  pipelines  used  by  the  reseller 
to  transport  crude  oil  from  the  point  of 
purchase  to  the  reseller’s  reception  sta¬ 
tion.  Such  expenses  would  include  fuel 
(if  any),  interest,  operators’  salaries  (if 
any) ,  and  repairs  and  maintenance,  but 
would  exclude  depreciation  and  amorti¬ 
zation  of  capital  expenditures. 

(3)  Reception  stations. — All  expense^ 
associated  with  the  operation  and  main¬ 
tenance  of  reception  stations.  Such  ex¬ 
penses  would  Include  interest,  fuel  (if 
any) ,  operators’  salaries,  and  repairs  and 
maintenance,  but  would  exclude  depre¬ 
ciation  and  amortization  of  capital  ex¬ 
penditures. 

Comments  are  solicited  as  to  whether 
other  expenses  associated  with  trucking, 
gathering  line  and  reception  station 
operation  and  maintenance  are  also  ap¬ 
propriate.  FEA  also  solicits  comments  on 
any  other  factors  which  the  commenter 
believes  to  be  relevant,  such  as  the  time 
sequence  for  associating  costs  and  ex¬ 
penses  with  permissible  prices.  For  ex¬ 
ample,  FEA  solicits  comments  as  to 
whether  costs  of  crude  oil  acquired  in  one 
month  may  be  used  to  determine  prices 
in  that  month,  or  whether  such  costs  are 
more  appropriately  passed  through  in  a 
later  month. 

B.  MAY  1673  MARGINS 

FEA  proposes  that  a  single  firm -w  ide 
margin  for  May  1973  be  determined  and 
applied  to  current  resales  of  crude  oil. 
However,  FEA  understands  that  some  re¬ 
sellers  have  traditionally  operated  on 
margins  which  vary  from  transaction  to 
transaction  or  from  station  to  station 
depending  upon  different  levels  of  sen- 
ice.  Accordingly,  comments  are  solicited 
addressed  to  the  manner  for  determining 
whether  a  firm-wide  margin,  as  discussed 
below,  should  be  used,  or  whether  indi¬ 
vidual  margins  would  more  appropriately 
be  determined  and  applied  on  a  station- 
by-station,  or  other,  basis,  and  whether 
FEA  should  permit  resellers  the  option 
to  select  a  firm-wide  or  a  station-by- 
statlon  margin. 

In  calculating  May  1973  margins  and 
their  application  in  determining  current 
selling  prices  under  today’s  proposals, 
FEA  believes  that  the  same  elements  of 
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expenses  permitted  under  the  proposals 
should  be  used  in  determining  those  mar¬ 
gins.  Accordingly,  a  firm’s  May  1973  mar¬ 
gin  would  be  determined  as  the  total 
revenues  in  all  sales  of  crude  oil  by  the 
firm  in  May  1973,  less  the  total  May  1973 
expenses  las  allowed  under  the  proposed 
amendments) ,  divided  by  the  total  num¬ 
ber  of  barrels  of  crude  oil  sold  in  May 
1973,  less  the  weighted  average  unit  price 
paid  for  all  crude  oil  purchased  by  the 
firm  in  May  1973  for  resale. 

FEA  also  solicits  comments  regarding 
the  manner  in  which  margins  might  be 
calculated  for  application  by  resellers 
who  had  no  resales  on  or  before  May  15. 
1973.  One  alternative  might  be  for  FEA 
to  tabulate  a  median  of  all  margins  for 
all  resellers  operating  on  May  15,  1973, 
and  to  permit  all  resellers.  Including 
those  that  made  no  sales  of  crude  oil  on 
or  before  May  15,  1973,  to  charge  a  mar¬ 
gin  not  to  exceed  the  FEA-tabulated 
median. 

FEA  also  solicits  comments  addressed 
to  an  alternative  to  the  single  firm-wide 
or  single  station-by -station  margin.  Such 
an  alternative  might  be  to  establish  a 
firm-wide  average  margin  for  all  trans¬ 
actions  in  each  month.  Under  such  an 
alternative  resellers  would  be  permitted 
to  charge  margins  above  the  average  in 
individual  transactions  provided  that 
the  firm-wide  average  margin  did  not 
exceed  the  limit.  Should  a  reseller  exceed 
his  allowed  average  margin  in  a  particu¬ 
lar  month,  a  lower  margin  would  have  to 
be  used  in  the  following  month  to  return 
the  reseller  to,  or  below.  Its  allowed  aver¬ 
age  margin  for  the  two-month  period. 

C.  TRANSPORTATION  ALLOWANCE 

FEA  understands  that  In  most  crude 
oil  resale  transactions,  title  to  the  crude 
oil  passes  from  the  reseller  to  its  pur¬ 
chaser  (usually  a  refiner)  as  the  crude 
oil  passes  from  the  reception  station  into 
the  trunk  line.  However,  there  are  two 
types  of  transactions  in  which  the  re¬ 
seller  may  retain  title  to  the  crude  oil  as 
it  is  transported  through  the  pipeline: 
(1)  where  the  trunk  line  is  owned  and 
operated  by  the  reseller,  or  (2)  where  the 
trunk  line  is  owned  and  operated  by  a 
common  carrier,  and  the  reseller  pays 
the  common  carrier  tariff.  In  such  cases, 
under  today’s  proposals,  the  reseller 
would  be  permitted  to  include  in  the 
maximum  permissible  price  in  any 
particular  transaction,  a  “transportation 
Allowance’'  to  reflect  the  expense 
associated  with  transporting  the  crude 
oil  from  its  reception  station  to  the  point 
of  sale. 

\yhere  such  transportation  is  pro¬ 
vided  by  a  common  carrier,  the  reseller 
would  be  permitted  to  Include  a  trans¬ 
portation  allowance  equal  to  the  tariff 
actually  charged  by  the  common  carrier. 
Where  the  crude  oil  is  transported 
tlrrough  the  reseller’s  pipeline,  the 
transportation  allowance  would  not  be 
permitted  to  exceed  a  comparable 
common  carrier  tariff.  In  this  regard. 
FEA  recognizes  that  “comparability" 
.admits  of  several  factors.  Therefore, 
comments  are  solicited  as  to  the  feasi¬ 
bility  and  manner  of  determining  such 


“comparable’’  tariffs.  Moreover,  FEA 
understands  that  common  carrier  tariffs 
have  been  established  on  a  rate  of  re¬ 
turn  basis.  Accordingly,  comments  should 
address  whether,  when  a  comparable 
tariff  is  used,  a  deduction  should  be  made 
so  as  to  permit  only  the  passthrough  of 
operating  expenses,  without  the  margin 
of  profit  permitted  for  the  common 
carrier.  In  such  cases  the  reseller  con¬ 
cerned  would  have  the  burden  of  estab¬ 
lishing  not  only  that  it  actually  incurred 
the  operating  expenses  concerned,  but 
also  that  the  operating  expenses  com¬ 
puted  as  attributable  to  the  cost  of  trans¬ 
portation  do  not  exceed  the  tariff  for 
comparable  services. 

d.  “direct"  sales 

As  mdicated  above,  FEA  understands 
that  resellers  are  involved  in  some  trans¬ 
actions  in  which  the  crude  oil  that  they 
purchase  and  resell  does  not  pass  through 
a  reception  station  owned  and  operated 
by  that  reseller.  Moreover,  FEA  under¬ 
stands  that  some  resellers  own  and  oper¬ 
ate  no  reception  stations  at  all.  In  both 
cases,  crude  oil  is  transported  by  truck 
from  the  lease  “directly”  to  the  point  of 
sale. 

For  the  reseller  that  operates  only  in 
the  fashion  described  above,  and  there¬ 
fore  is  unable  to  determine  a  “cost  of 
gathered  crude  oil”  on  a  statlon-by- 
station  basis  for  “direct  sales,”  FEA  so¬ 
licits  comments  as  to  the  most  appro¬ 
priate  method  for  determining  maximum 
permissible  selling  prices.  In  this  regard 
FEA  will  consider  all  reasonable  pro¬ 
posals.  including,  but  not  limited  to,  de¬ 
termining  acquisition  costs  and  gather¬ 
ing  expenses  on  a  firm-wide  or  on  & 
fleld-by-fleld  basis.  FEA  has  prelimi¬ 
narily  determined  that  May  1973  mar¬ 
gins  in  direct  sales  should,  as  for  all 
other  resellers,  be  determined  on  a  firm¬ 
wide  basis. 

With  respect  to  resellers  who  own  and 
operate  reception  stations  and  who  also 
make  “direct”  sales,  FEA  proposes  that 
a  single  firm-wide  “cost  of  gathered 
crude  oil"  be  determined  each  month  for 
all  such  sales  separately  from  the  sta¬ 
tion-by-station  determinations  for  all 
other  sales.  The  reseller’s  single  firm¬ 
wide  May  1973  margin  w’ould  apply  to 
all  sales,  whether  made  from  stations  or 
directly  from  the  lease. 

E.  RESALES  OF  IMPORTED  CRUDE  OIL 

FEA  believes  that  although  most  for¬ 
eign  crude  oil  is  imported  into  the 
United  States  by  domestic  films  for  use 
in  their  own  refineries,  a  substantial 
volume  of  foreign  crude  oil  is  purchased 
and  resold  by  resellers.  While  such  firms 
do  not  provide  “gathering”  functions  in 
the  same  manner  as  other  resellers,  they 
do  take  title  to  the  crude  oil  and  in  many 
cases  provide  transportation  to  the  re¬ 
finery.  Moreover.  FEA  understands  that 
such  resellers  maintain  terminal  facil¬ 
ities  which  perform  the  same  functions 
as  the  reception  stations  of  other  re¬ 
sellers  as  described  above. 

Accordingly,  with  respect  to  such 
operations,  the  general  rule  proposed  for 
crude  oil  resellers  should  operate  well 
for  resales  of  imported  crude  oil.  Re¬ 


sellers  would  consider  each  terminal  as 
a  reception  station  and  would,  at  each 
terminal,  determine  a  weighted  average 
acquisition  cost  for  all  crude  oil  pur¬ 
chased  each  month  for  sale  from  that 
terminal.  Any  expense  associated  with 
transporting  the  crude  oil  to  the  termi¬ 
nal  would  be  permitted  to  be  passed 
through  in  the  same  manner  as  gather¬ 
ing  expenses  by  resellers  of  domestic 
crude  oil,  and  the  same  method  for  de¬ 
termining  a  firm-wide  May  1973  margin 
would  be  used.  However,  comments  are 
solicited  as  to  whether  this  segment  of 
the  crude  oil  reselling  industry  is  so 
specialized,  or  presents  problems  not  en¬ 
countered  by  crude  oil  resellers  gen¬ 
erally,'  so  as  to  warrant  the  adoption  of 
special  price  rules.  FEA  specifically 
solicits  comments  on  the  manner  in  and 
extent  to  which  acquisition  costs  and 
expenses  associated  with  reception  sta¬ 
tions  are  similar  to  acquisition  costs  and 
expenses  associated  with  terminals. 
Comments  are  also  solicited  on  the  need 
to  permit  additional  flexibility  in  the  de¬ 
termination  of  margins  for  such  re¬ 
sellers. 

F.  RESALES  OF  CRUDE  OIL  BY  REFINERS 

In  the  October  14  Notice  FEA  indi¬ 
cated  its  understanding  that  to  the  ex¬ 
tent  that  refiners  resell  crude  oil  in  sales 
other  than  those  required  under  the 
Mandatory  Crude  Oil  Allocation  Pro¬ 
gram,  (1)  such  sales  merely  divest  the  re¬ 
finer  of  surplus  crude  oil  or  accommo¬ 
date  other  refiners  in  return  for  past  or 
future  accommodations,  and  (2)  such 
sales  are  commonly  made  at  a  price  re¬ 
flecting  the  weighted  average  cost  of 
crude  oil  in  inventory  when  the  crude 
oil  Is  sold.  Accordingly.  FEA  preliminar¬ 
ily  determined  that  a  refiner  engaged 
in  the  resale  of  crude  oil  should  estab¬ 
lish  its  selling  prices  to  reflect  such  a 
weighted  average  cost  of  crude  oil  in  in¬ 
ventory. 

Comments  received  by  FEA  from  refin¬ 
ers  in  response  to  the  preliminary  de¬ 
terminations  expressed  in  the  October  14 
Notice  were  uniformly  opposed  to  those 
determinations.  Rather,  those  comments 
reflect  that  while  some  refiners  do  en¬ 
gage  in  crude  oil  gathering  and  resell¬ 
ing  operations,  most  resales  of  crude  oil 
by  refiners  have  traditionally  and  histori¬ 
cally  been  accomplished  on  an  acquisi¬ 
tion  cost  basis,  without  the  addition  of 
a  markup  or  margin  to  recover  admin¬ 
istrative  costs  or  for  a  profit.  That  is,  ac¬ 
cording  to  refiners’  comments,  the  prices 
charged  in  such  sales  reflect  only  the 
actual  acquisition  cost  of  the  crude  oil 
involved,  plus  the  cost,  if  any,  involved 
in  transporting  the  crude  oil  to  the  point 
of  sale,  and  such  prices  reflect  no  more 
than  the  costs  and  expenses  that  would 
have  been  incurred  by  the  purchaser  had 
the  purchaser  acquired  the  crude  oil  di¬ 
rectly. 

However,  some  refiners  have  entities 
that  are  resellers  which  gather  and 
transport  crude  oil  in  the  same  manner 
as  independent  crude  oil  resellers.  FEA 
proposes  that  such  entitles  of  refiners 
that  gather  and  transport  crude  oil 
should  be  treated  in  the  same  manner  as 
other  crude  oil  resellers,  but  that  with 
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respect  to  the  occasional  accommodation 
sale  by  a  refiner,  qua  refiner,  such  sales 
should  be  permitted  to  be  made  on  a 
transaction-by-transaction  basis  only, 
and  priced  accordingly.  Crude  oil  resales 
by  refiners  would  be  priced  according  to 
a  separate  price  rule,  which  would  per¬ 
mit  the  refiner  in  each  sale  to  determine 
a  maximum  permissible  selling  price  to 
be  the  sum  of  the  actual  price  paid  for 
the  crude  oil  involved  in  the  sale,  plus 
any  gathering  and  transportation  ex¬ 
penses  actually  incurred  with  respect  to 
the  crude  oil  involved  in  that  sale,  with¬ 
out  regard  to  any  other  crude  oil  resales 
made  by  the  refiner  in  that  month.  Com¬ 
ments  are  requested  to  address  whether 
the  price  treatment  described  above  is 
the  most  appropriate  for  crude  oil  resales 
by  refiners. 

G.  CRUDE  OIL  EXCHANGES 

In  the  October  14  Notice,  FEA  ex¬ 
pressed  its  understanding  that  substan¬ 
tial  volumes  of  crude  oil  are  exchanged 
among  crude  oil  resellers  in  order  to  ac¬ 
commodate  the  needs  of  resellers  and 
their  purchasers.  Accordingly,  FEA  ten¬ 
tatively  concluded  that  such  exchanges 
should  be  treated  in  the  same  manner  as 
is  currently  provided  for  in  the  operation 
of  the  Entitlements  Program.  (Section 
211.67(g)  of  10  CFR  declares  in  essence 
that,  with  respect  to  exchanges  of  crude 
oil  as  to  which  only  quality  and  location 
differentials  are  given  effect  in  calculat¬ 
ing  the  exchange  ratio,  or  with  respect 
to  any  matching  purchase  and  sale 
transactions  having  the  same  effect  as 
such  an  exchange,  no  volumes  of  domes¬ 
tic  crude  oil  will  be  deemed  to  have  been 
transferred.) 

Most  of  the  comments  received  in  re¬ 
sponse  to  this  aspect  of  the  October  14 
Notice  expressed  general  approval  of  such 
treatment.  Before  a  final  determination 
is  made  with  respect  to  this  issue,  how¬ 
ever,  FEA  solicits  comments  addressed  to 
the  manner  in  which  exchange,  or  “in 
place,”  differentials  are  calculated  and 
charged,  and  whether  corresponding  ad¬ 
justments  in  permissible  selling  prices 
should  be  made  to  reflect  such  differ¬ 
entials. 

H.  NON-PRODUCT  COST  ALLOWANCES 

Although  FEA  requested  comments  in 
the  October  14  Notice  as  to  the  appro¬ 
priateness  of  some  passthrough  of  non- 
product  costs  for  crude  oil  resellers,  FEA 
believes  that  under  the  proposals  set 
forth  in  this  Notice  it  has  provided  for 
a  dollar -for-dollar  passthrough  of  all 
costs  and  expenses  incurred  by  crude  oil 
resellers,  without  regard  to  a  “product”/ 
“non-product”  distinction.  However, 
comments  are  solicited  as  to  whether 
any  additional  provisions  should  be  pro¬ 
vided  regarding  any  expenses  not  dis¬ 
cussed  above. 

I.  BROKERS 

The  service  performed  by  a  broker  con¬ 
sists,  in  general,  of  finding  a  seller  of  and 
a  buyer  for  crude  oil  and  negotiating 
a  price  that  is  acceptable  to  both.  Addi¬ 
tional  services  (for  example,  arranging 
for  transportation,  or  for  financing  terms 
of  the  sale)  may  also  be  performed.  The 


fee  received  by  the  broker  is  paid  by 
either  the  seller  or  the  buyer,  or  is  shared 
by  both  parties. 

To  the  extent  that  a  broker  does  not 
take  title  to  the  crude  oil,  such  activities 
w'ould  not  fall  within  the  scope  of  the 
proposals  set  forth  in  this  notice.  How¬ 
ever,  additional  comments  are  solicited 
as  to  whether  FEA  should  permit  the 
payment  of  increased  brokerage  fees  by 
a  refiner  to  be  passed  through  as  a  non¬ 
product  cost  increase. 

j.  “layering” 

FEA  seeks  to  ensure  that  the  price  reg¬ 
ulations  do  not  permit  abuses  by  crude 
oil  resellers.  Of  particular  concern  to 
FEA  is  the  practice  commonly  known  as 
“layering”:  the  insertion  of  one  or  more 
“resellers”  between  the  producer  and  re¬ 
finer  and  the  charging  of  one  or  more 
markups,  where  the  “layering”  firm  per¬ 
forms  no  service  or  other  function  tra¬ 
ditionally  and  historically  associated 
with  the  resale  of  crude  oil.  To  this  ex¬ 
tent,  FEA  will  consider  the  adoption  of 
regulatory  amendments  and  interpretive 
rulings  to  make  it  clear  that  such  prac¬ 
tices  are  not  permitted  under  the  Man¬ 
datory  Petroleum  Allocation  and  Price 
Regulations. 

K.  RECORDKEEPING  and  certifications 

1.  Crude  Oil  Resellers  Worksheet .  In 
order  to  ease  the  administrative  burden 
associated  with  the  implementation  and 
enforcement  of  the  regulations  proposed 
in  this  notice,  FEA  proposes  to  require 
resellers  to  complete  the  two  worksheets 
contained  in  the  form  set  forth  below. 
The  form  is  designed  to  collect  cost  and 
revenue  data  used  by  crude  oil  resellers 
to  calculate  allowable  selling  prices  un¬ 
der  the  mandatory  petroleum  price  regu¬ 
lations.  FEA  specifically  invites  comment 
upon  the  suitability  of  the  proposed  form 
to  accomplish  the  desired  monitoring  of 
resales  of  crude  oil  and  the  burden 
which  completion  of  the  proposed  form 
might  impose  on  crude  oil  resellers.  Be¬ 
fore  FEA  makes  a  final  determination  as 
to  whether  to  require  crude  oil  resellers 
to  complete  this  form,  FEA  will  under¬ 
take  to  determine  the  extent,  if  any,  to 
which  such  data  is  presently  available  to 
FEA  through  other  means. 

Crude  Oil  Resellers  Worksheet 

l.  Purpose.  This  form  is  designed  to  docu¬ 
ment  the  revenue  and  cost  data  used  by  the 
crude  oU  reseller  in  the  calculation  of  Its 
allowable  sellng  prices  under  the  mandatory 
petroleum  price  regulations  applicable  to  the 
resale  of  crude  oil  (10  CFR.  Part  212).  The 
form  must  be  completed  monthly  and  main¬ 
tained  at  the  crude  oil  reseller’s  place  of  busi¬ 
ness.  If  the  crude  oU  reseller  Is  selected  for 
audit,  all  worksheets  must  be  made  available 
to  the  FEA  auditor.  This  worksheet  will  as¬ 
sist  the  crude  oil  reseller  to  comply  with  the 
regulations  by  requiring  the  systematic  col¬ 
lection  and  compilation  of  data  for  report¬ 
ing  and  record  maintenance. 

II.  Who  must  complete.  This  form  must  be 
completed  by  all  crude  oil  resellers. 

m.  Maintenance.  This  form  must  be  main¬ 
tained  at  the  place  of  business  of  the  crude 
oil  reseller. 

IV.  Frequency.  Monthly. 

V.  Instructions.  Part  A  must  be  completed 
for  each  gathering  line  reception  station. 


Part  B  or  a  computerized  tab  run  in  similar 
format  must  be  completed  for  each  crude  oil 
sales  transaction. 

Part  A — Monthly  Crude  On.  Selling  Price 
Worksheet 

(Complete  a  separate  worksheet  for  each 
reception  station  and  crude  oil  type) 

Firm  name _ _ _ _ 

Gathering  system  A _ 

Reception  station  A _ 

Crude  type _ " 

Month  _ 

Number  of  transactions  In  reporting  period 
- ,  for  which  a  part  B  is  com¬ 
pleted. 

A.  CRUDE  OIL  ACQUISITION  COSTS 

1.  Total  volume  of  upper-tier 

crude  oil  purchased _  _ 

2.  Total  volume  of  lower-tier 

crude  oil  purchased _  _ _ 

3.  Total  volume  of  exempt  crude 

oil  purchased _  _ _ 

4.  Total  volume  of  Imported 

crude  oil  purchased  or 
landed  _ 

5.  Total  volume  of  crude  oil  pur¬ 

chased/landed  (1+2+3+4).  _ _ 

6.  Total  cost  of  upper- tire  crude 


oil 1  _ $. . . 

7.  Total  cost  of  lower-tier  crude 

oil  *  - . 

8.  Total  cost  of  exempt  crude  oil 1  $ _ 

9.  Total  cost  of  Imported  crude 

oil  purchased /landed 1 _ $ _ 

10.  Total  cost  of  crude  eil 

(8+7+8+9)1 . . $ _ 

11.  Weighted  average  upper-tier 

crude  oil  acquisition  cost 

(6  +  1)  - $  /bbl. 

12.  Weighted  average  lower-tier 

crude  oil  acquisition  cost 

(7  -5-2)  $  /bbl. 

13.  Weighted  average  exempt 

crude  oil  acquisition  cost 

(8-5-3)  . $  bbl. 

14.  Weighted  average  Imported 

crude  oil  acquisition  cost 

(9-=-4)  - $  /bbl. 

15.  Weighted  average  total  crude 

oil  acquisition  cost  (10-5-5).  $  /bbl. 


1  Include  direct  payments  to  state  or  local 
authorities  for  severance  or  production  taxes. 

B.  GATHERING  EXPENSES 

16.  Total  truck  gathering  expenses  $  /bbl. 

17.  Total  gathering  line  expenses.  $  /bbl. 

18.  Total  reception  station  ex¬ 

penses  - g  /bbl. 

19.  Total  gathering  expenses 

(16+17+18)  - $  /bbl. 

20.  Weighted  average  gathering 

expense  (19-^5) _ $  /bbl. 

C.  SALES  KARGIN 

21.  Total  crude  oil  sales  revenue, 

May  1973 _  _ _ 

22.  Total  crude  oil  gathering  ex¬ 

penses,  May  1973 _  _ 

23.  Total  volume  of  crude  resold, 

May  1973 _  _ _ 

24.  Total  acquisition  cost  of  crude 

oil  purchased/landed.  May 

1973  . 1 . 

25.  Total  volume  of  crude  oil  pur¬ 

chased/landed.  May  1973 _  _ 

26.  Weighted  average  margin  (21- 

22-5-33)  —  (24  :  25)  . . 8  /bbl. 

D.  CALCULATION  OE  IMPUTED  TRANSPORTATION 
COSTS 

27.  Total  volume  of  crude  oil 

transported  to  purchaser  by 
common  carrier  pipeline _  _ _ 

28.  Total  common  carrier  tariff 

costs  _ _ ...... _ ... _ _  _ _ _ 
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o.  calcu  lation  of  imputed  TRANSPORTATION 

costs — continued 

29.  Weighted  average  oommon  car¬ 

rier  transportation  costs 
(28-:-27)  - - 8  /toM. 

30.  Totol  volume  of  crude  oil 

transported  to  purcahser  by 
reseller's  gathering  line -  - — 

31.  Total  reseller  gathering  line 

transportation  expenses -  - - 

32.  Weighted  average  reseller 

gratherlng  line  transporta¬ 
tion  costs - . - I  /bbL 

If  an  alternative  method  Is  used  for  cal¬ 
culating  Imputed  transportation  costs,  show 
method  below: 

Part  B — Crude  Oil  Resale  Transaction 
Worksheet 

(Complete  a  separate  worksheet  for  each 
crude  oil  sales  transaction.  Computerized 
tab  runs  in  similar  format  arc  acceptable.) 

Reseller  firm  name - - 

Crude  purchaser - - - 

Gathering  system - — — - 

Reception  station - — .. — — 

Type  of  crude  oil  sold - - — — 

Date  of  sale _ _ _ _ — ... — ... 

1.  Volume  sold _  . — . — .... 

2.  Crude  oil  sales  revenue - -  ........ 

3.  Actual  weighted  selling  price 


(2-hl)  . $  /bbL 

4.  Reception  station  weighted 

average  acquisition  cost  tor 
. oil . . $  /bbl. 

5.  Reception  station  weighter  av¬ 

erage  gathering  expense _ $  /bbl. 


6.  Weighted  average  sales  margin  $  /bbl. 

7.  Transportation  costs  applied 

check  If : 

a.  Imputed  _  _ - 

b.  Actual  Rate  (attach 

copies  of  all  bills  sup¬ 
porting  transportation 

costs)  _ $  /bbl. 

8  Maximum  lawful  selling  price 

(4  +  5+S+7)  . $  /bbl. 

2.  Certifications.  FEA  regulations  cur¬ 
rently  require  crude  oil  resellers  in  10 
CFR  212.131(b)(1)  to: 

Certify  in  writing  to  the  purchaser  the 
respective  volumes  of  and  respective  per  bar¬ 
rel  prices  for  the  old  crude  oil,  new  crude  oil, 
stripper  well  crude  oil,  and  other  domestic 
crude  oils  the  first  sale  of  which  Is  exempt 
from  the  provisions  of  this  part  included  In 
the  volume  of  domestic  crude  oil  so  sold.  The 
certification  shall  also  contain  a  statement 
that  the  price  charged  for  the  domestic  crude 
oil  Is  no  greater  than  the  maximum  price 
permitted  pursuant  to  this  part. 

The  certifications  required  under  §  212.- 
131(b)  (1)  are  required  to  be  made  “with 
respect  to  each  sale  of  domestic  crude 
oil  •  •  •  .” 

In  this  proceeding  FEA  solicits  com¬ 
ments  on  the  feasibility  of,  as  well  as  the 
need  for,  requiring  crude  oil  resellers  in 
each  sale  to  certify  to  the  purchaser  the 
detailed  information  contained  in  the 
Crude  Oil  Resellers  Worksheet  as  set 
forth  above.  FEA  believes  that  there  may 
be  a  need  for  refiners  to  be  able  to  de¬ 
termine,  with  respect  to  each  purchase 
of  crude  oil,  the  origin  of  that  crude  oil 
as  well  as  to  trace  the  crude  oil  from  the 
production  site  through  each  resale.  Ac¬ 
cordingly.  FEA  will  consider  the  adop¬ 
tion  of  amendments  to  the  certification 
provisions  of  §  212.131  so  as  to  require 
each  reseller  to  certify  to  the  purchaser 
the  detailed  information  contained  in  the 
crude  Oil  Resellers  Worksheet  and  to 


forward  to  the  purchaser  copies  of  any 
certifications  received  by  the  reseller. 

V.  Additional  Comments  Requested 

In  addition  to  requesting  comments  on 
the  provisions  of  the  proposed  rules  as 
discussed  above  and  as  set  forth  below, 
FEA  also  requests  comments  as  to 
whether  or  to  what  extent  FEA  might 
consider  proposing  to  exempt  crude  oil 
resellers  from  the  Mandatory  Petroleum 
Price«Regulations.  Such  an  action  would, 
of  course,  pursuant  to  the  provisions  of 
Section  12  of  the  EPAA  require  submis¬ 
sion  to  the  Congress  for  its  approval  in 
accordance  with  the  provisions  of  Section 
551  of  the  EPCA.  Therefore.  FEA  hereby 
requests  only  preliminary  comments  as  to 
whether  such  an  exemption  should  be 
studied  for  possible  implementation. 
Among  the  considerations  in  this  regard 
are  the  extent  to  which  competition,  the 
crude  oil  price  controls,  and  the  entitle¬ 
ments  program  operate  as  an  effective 
constraint  on  crude  oil  reseller  margins. 

VI.  Comment  Procedures 

A.  WRITTEN  COMMENTS 

Interested  persons  are  invited  to  par¬ 
ticipate  in  this  rulemaking  by  submitting 
data,  views,  or  arguments  with  respect 
to  the  proposals  set  forth  in  this  notice 
to  Executive  Communications,  Federal 
Energy  Administration.  Comments 
should  be  identified  on  the  outside  en¬ 
velope  and  on  documents  submitted  to 
FEA  Executive  Communications  with 
the  designation  “Clarifications  to  Man¬ 
datory  Petroleum  Price  Regulations  Ap¬ 
plicable  to  the  Resale  of  Crude  Oil,”  Box 

NV.  Fifteen  copies  should  be  submitted. 
All  comments  received  by  FEA  will  be 
available  for  public  Inspection  in  the 
FEA  Reading  Room,  Room  2107,  Federal 
Building,  12th  and  Pennsylvania  Avenue 

NW.  between  the  hours  of  8:00  a.m.  and 
4:30  p.m.,  Monday  through  Friday. 

Any  information  or  data  considered  by 
the  person  furnishing  it  to  be  confiden¬ 
tial  must  be  so  identified  and  submitted 
in  writing,  one  copy  only.  The  FEA  re¬ 
serves  the  right  to  determine  the  confi¬ 
dential  status  of  the  information  or  data 
and  to  treat  it  according  to  its  determi¬ 
nation. 

B.  PUBLIC  HEARINGS 

1  Request  Procedure.  The  times  and 
places  for  the  hearings  are  indicated  in 
the  dates  section  of  this  preamble.  If 
necessary  to  present  all  testimony,  the 
hearing  will  be  continued  to  9:30  a.m.  of 
the  next  business  day  following  the  date 
of  the  hearing. 

Any  person  who  has  an  interest  in  the 
proposed  amendments  Lssued  today,  or 
who  is  a  representative  of  a  group  or 
class  of  persons  that  has  an  interest  in 
today’s  proposed  amendments,  may  make 
a  written  request  for  an  opportunity  to 
make  oral  presentation.  The  person  mak¬ 
ing  the  request  should  be  prepared  to 
describe  the  interest  concerned,  if  ap¬ 
propriate,  to  state  why  he  or  she  is  a 
proper  representative  of  a  group  or  class 
of  persons  that  has  such  an  interest,  and 
to  give  a  concise  summary  of  the  pro¬ 
posed  oral  presentation  and  a  phone 


number  where  he  or  she  may  be  con¬ 
tacted  through  the  last  working  day  pre¬ 
ceding  the  date  of  the  hearing. 

Each  person  selected  to  be  heard  will 
be  so  notified  by  the  FEA  before  4:30 
p.m.,  Tuesday,  August  9,  1977  and  must 
submit  100  copies  of  his  or  her  statement 
to  Regulations  Management,  Room  2214, 
2000  M  Street  NW.,  Washington,  D.C. 
before  4:30  p.m.,  on  Friday,  August  12, 
1977. 

2.  Conduct  of  the  Hearings.  The  FEA 
reserves  the  right  to  select  the  persons 
to  be  heard  at  these  hearings,  to  schedule 
their  respective  presentations,  and  to 
establish  the  procedures  governing  the 
conduct  of  the  hearings.  The  length  of 
each  presentation  may  be  limited,  based 
on  the  number  of  persons  requesting  to 
be  heard. 

An  FEA  official  will  be  designated  to 
preside  at  the  hearings,  which  will  not 
be  judicial  or  evidentiary-type  hearings. 
Questions  may  be  asked  only  by  those 
conducting  the  hearings,  and  there  will 
be  no  cross-examination  of  persons 
presenting  statements.  Any  decision 
made  by  the  FEA  with  respect  to  the 
subject  matter  of  the  hearings  will  be 
based  on  all  information  available  to  the 
FEA.  At  the  conclusion  of  all  initial  oral 
statements,  each  person  who  has  made 
an  oral  statement  will  be  given  the  op¬ 
portunity,  if  he  so  desires,  to  make  a 
rebuttal  statement.  The  rebuttal  state¬ 
ments  will  be  given  in  the  order  in  which 
the  initial  statements  were  made  and  will 
be  subject  to  time  limitations. 

Any  interested  person  may  submit 
questions  to  be  asked  of  any  person  mak¬ 
ing  a  statement  at  the  hearings.  Such 
questions  must  be  submitted  to  the  ad¬ 
dress  indicated  above  for  requests  to 
speak,  for  the  location  concerned,  before 
4:30  p.m.,  Thursday.  August  11, 1977.  Any 
person  who  wishes  to  ask  a  question  at 
the  hearings  may  submit  the  question, 
in  writing,  to  the  presiding  officer.  The 
FEA  or  the  presiding  officer,  if  the  ques¬ 
tion  is  submitted  at  the  hearings,  will 
determine  whether  the  question  is  rele¬ 
vant,  and  whether  the  time  limitations 
permit  to  be  presented  for  answer. 

Any  further  procedural  rules  needed 
for  the  proper  conduct  of  the  hearings 
will  be  announced  by  the  presiding 
officer. 

A  transcript  of  the  hearings  will  be 
made  and  the  entire  record  of  the  hear¬ 
ings,  including  the  transcripts,  will  be 
retained  by  the  FEA  and  made  available 
for  inspection  at  the  Freedom  of  Infor¬ 
mation  Office.  Room  2107,  Federal  Build¬ 
ing.  12th  and  Pennsylvania  Avenue  NW., 
Washington,  D.C.,  between  the  hours  of 
8:00  a.m.  and  4:30  pm.,  Monday  through 
Friday.  Any  person  may  purchase  a  copy 
of  the  transcript  from  the  reporter. 

In  the  event  that  it  becomes  necessary 
for  the  FEA  to  cancel  a  hearing.  FEA 
will  make  every  effort  to  publish  advance 
notice  in  the  Federal  Register  of  such 
cancellation.  Moreover,  FEA  will  notify 
all  persons  scheduled  to  testify  at  the 
hearings.  However,  it  is  not  possible  for 
FEA  to  give  actual  notice  of  cancella¬ 
tions  or  changes  to  persons  not  identified 
to  FEA  as  participants.  Accordingly,  per- 
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sons  desiring  to  attend  a  hearing  are  ad¬ 
vised  to  contact  FEA  on  the  last  working 
day  preceding  the  date  of  the  hearing  to 
confirm  that  it  will  be  held  as  sched¬ 
uled. 

VII.  Other  Matters 


The  FEA  has  determined  that  this  doc¬ 
ument  contains  a  major  proposal  requir¬ 
ing  preparation  of  an  Inflation  Impact 
Statement  under  Executive  Order  11821 
and  OMB  Circular  A-107.  An  Inflation 
Impact  Statement  is  in  preparation  and 
will  be  available  shortly. 

As  required  by  section  7(c)  <2)  of  the 
Federal  Energy  Administration  Act  of 
1974,  Pub.  L.  93-275,  a  copy  of  this  no¬ 
tice  has  been  submitted  to  the  Admin¬ 
istrator  of  the  Environmental  Protec¬ 
tion  Agency  for  his  comments  concern¬ 
ing  the  impact  of  this  proposal  on  the 
quality  of  the  environment.  The  Ad¬ 
ministrator  had  no  comments  on  this 
proposal. 

(Emergency  Petroleum  Allocation  Act  of 
1973,  Pub.  L.  93-159,  as  amended.  Pub.  L. 

93- 6!  1,  Pub.  L.  94-99,  Pub.  L.  94-133,  Pub.  L. 

94- 163,  and  Pub.  L.  94-385;  Federal  Energy 
Administration  Act  of  1974,  Pub.  L.  93-276, 
as  amended.  Pub.  L.  94-385;  Energy  Policy 
and  Conservation  Act,  Pub.  L.  94-163,  as 
amended.  Pub.  L.  94-385;  E.O.  11790;  39 
FR  23185.) 


In  consideration  of  the  foregoing,  it 
is  proposed  to  amend  Part  212  of  Chap¬ 
ter  n,  title  10  of  the  Code  of  Federal 
Regulations,  as  set  forth  below. 


Issued  in  Washington,  D.C.,  August 
1977. 


Eric  J.  Fygi, 
Acting  General  Counsel, 
Federal  Energy  Administration. 
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1.  Section  212.91  is  amended  to  read 
as  follows : 


§  212.91  Applicability. 

This  subpart  applies  to  each  sale  of  a 
covered  product  (other  than  crude  oil) 
by  resellers,  reseller-retailers,  and  re¬ 
tailers.  For  puropses  of  this  subpart,  “re¬ 
seller”  includes  any  entity  of  a  refiner 
(other  than  an  entity  that  operates  in 
Puerto  Rico)  that  is  engaged  in  the  busi¬ 
ness  of  purchasing  and  reselling  covered 
products,  provided  that  the  entity  does 
not  purchase  more  than  5  percent  of  such 
covered  products  from  the  refiner  in¬ 
cluding  any  entities  that  it  directly  or 
indirectly  controls  and  provided  further 
that  the  entity  has  consistently  and  his¬ 
torically  exercised  the  exclusive  price  au¬ 
thority  with  respect  to  sales  by  the  entity. 

2.  A  new  Subpart  L  is  added  to  read  as 
follows: 


212.181  Applicability. 

212.182  Definitions/ 

212.183  Price  rule. 

212.184  Record  keeping. 

Subpart  L — Sales  of  Crude  Oil 
§  212.181  Applicability. 

This  subpart  applies  to  each  sale  of 
crude  oil,  other  than  the  first  sale. 

§212.182  Definition*. 

“Acquisition  cost”  means,  (a)  with  re¬ 
spect  to  sales  made  from  a  particular  re¬ 
ception  station  in  a  particular  month, 
the  weighted  average  unit  price  (not  in 
excess  of  the  applicable  price  permitted 
under  this  part)  actually  paid  in  all  pur¬ 
chases  of  crude  oil  gathered  by  the  seller 
to  that  reception  station  in  that  month; 
or  (b)  with  respect  to  sales  of  all  other 
crude  oil  in  that  month,  the  weighted 
average  unit  price  (not  in  excess  of  the 
applicable  price  permitted  under  this 
part)  actually  paid  in  all  purchases  of 
crude  oil  in  that  month  and  not  gathered 
to  a  reception  station  owned  and  oper¬ 
ated  by  the  seller. 

“Cost  of  gathered  crude  oil”  means  the 
acquisition  cost  of  the  crude  oil,  plus  the 
gathering  cost  of  the  crude  oil. 

“Gathering  cost”  means,  (a)  with  re¬ 
spect  to  sales  made  from  a  particular  re¬ 
ception  station  in  a  particular  month, 
the  weighted  average  unit  expense  asso¬ 
ciated  with  the  operation  and  mainte¬ 
nance  of  trucks  used  by  the  seller  to 
transport  the  crude  oil  from  the  point  of 
purchase  to  the  reception  station,  plus 
the  weighted  average  unit  expense  asso¬ 
ciated  with  the  operation  and  mainte¬ 
nance  of  pipelines  used  by  the  seller  to 
transport  the  crude  oil  from  the  point  of 
purchase  to  the  seller's  reception  sta¬ 
tion,  plus  the  weighted  average  unit  ex¬ 
pense  associated  with  the  operation  and 
maintenance  of  the  reception  station;  or 
(b)  with  respect  to  all  other  crude  oil 
sales  in  a  particular  month,  the  weighted 
average  unit  expense  associated  with  the 
operation  and  maintenance  of  trucks 
used  by  the  seller  to  transport  the  crude 
oil  from  the  point  of  purchase  to  the 
point  of  sale,  plus  the  weighted  average 
unit  expense  associated  with  the  opera¬ 
tion  and  maintenance  of  pipelines  used 
by  the  seller  to  transport  the  crude  oil 
from  the  point  of  purchase  to  the  point 
of  sale. 

“May  1973  margin”  means  the  total 
lawful  revenues  in  all  sales  of  crude  oil 
(other  than  the  first  sale'  by  the  seller 
in  the  month  of  May  1973,  less  the  total 
expenses  associated  with  sales  of  crude 


oil  (other  than  the  first  sale)  In  May 
1973,  divided  by  the  total  number  of  bar¬ 
rels  of  crude  oil  sold  by  the  seller  (other 
than  in  the  first  sale)  in  the  month  of 
May  1973,  less  the  lawful  weighted  aver¬ 
age  unit  price  actually  paid  for  all  crude 
oil  purchased  by  the  seller  for  resale  in 
the  month  of  May  1973. 

“Reception  station”  means  a  facility  to 
which  crude  oil  is  gathered  for  resale, 
generally  consisting  of  storage  tanks  and 
associated  equipment. 

“Transportation  allowance”  means  any 
common  carrier  tariff  actually  paid  by 
the  seller  to  transport  the  crude  oil  from 
the  reception  station  to  the  point  of  sale, 
or  any  actual  expense  associated  with  the 
transportation  of  the  crude  oil  from  the 
seller’s  reception  station  to  the  point  of 
sale,  but  not  to  exceed  any  comparable 
common  carrier  tariff  for  comparable 
services. 

§  212.183  Price  rule. 

(a)  Sales  made  from  a  reception  sta¬ 
tion.  With  respect  to  each  sale  of  crude 
oil  In  a  particular  month  which  is  made 
from  a  reception  station  owned  and  op¬ 
erated  by  the  seller,  a  seller  may  not 
charge  a  price  which  exceeds  the  cost  of 
gathered  crude  oil  for  that  station  in 
that  month,  plus  the  seller’s  May  1973 
margin,  plus  a  transportation  allowance. 

(b)  Other  sales.  With  respect  to  each 
sale  of  crude  oil  in  a  particular  month 
in  which  the  crude  oil  has  not  been 
gathered  to  a  reception  station  owned 
and  operated  by  the  seller,  a  seller  may 
not  charge  a  price  which  exceeds  the  cost 
of  gathered  crude  oil  for  that  month, 
plus  the  seller’s  May  1973  margin. 

(c)  Sales  by  a  refiner.  Notwithstanding 
the  provisions  of  paragraphs  (a)  and  (b) 
of  this  section,  a  refiner  (other  than  an 
entity  of  a  refiner  whose  function  is  the 
acquisition  of  crude  oil  for  the  refiner, 
or  whose  function  is  the  resale  of  crude 
oil  to  third  parties)  may  determine  a 
price  in  each  sale  of  crude  oil  other  than 
the  first  sale)  in  accordance  with  the 
refiner's  consistent  and  historical  ac¬ 
counting  practice,  provided  that  the  price 
charged  in  any  sale  of  crude  oil  subject 
to  this  subpart  does  not  exceed  the  cost 
of  gathered  crude  oil,  determined  on  a 
transaction-by-transaction  basis. 

§  2)2.184  Recordkeeping. 

Each  firm  engaged  in  the  resale  of 
crude  oil  shall  prepare  and  maintain  at 
its  principal  place  of  business  periodic 
reports  in  accordance  with  forms  and 
instructions  issued  by  the  FEA. 
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